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THE ANNUAL NATIONAL EXPORT STRATEGY
REPORT OF THE TRADE PROMOTION
COORDINATING COMMITTEE

TUESDAY, MAY 14, 2002

U.S. SENATE,
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS,
Washington, DC.

The Committee met at 10:35 a.m. in room SD-538 of the Dirksen
Senate Office Building, Senator Paul S. Sarbanes (Chairman of the
Committee) presiding.

OPENING STATEMENT OF CHAIRMAN PAUL S. SARBANES

Chairman SARBANES. The hearing will come to order.

We may be interrupted by a vote shortly. But you are never ab-
solutely sure when those votes are going to take place, so we might
as well get started, and if the vote comes, we will have to suspend
and resume afterwards.

I am very pleased to welcome before the Committee this morning
this panel of distinguished representatives of the Trade Promotion
Coordinating Committee: Secretary of Commerce Donald Evans,
who serves as the Chairman of the Trade Promotion Coordinating
Committee; Eduardo Aguirre, Vice Chairman and First Vice Presi-
dent of the Export-Import Bank, in which capacity he serves as
Vice Chairman of the TPCC; Hector Barreto, Administrator of the
Small Business Administration; Thelma Askey, Director of the
Trade and Development Agency; and Ross Connelly, Executive Vice
President of the Overseas Private Investment Corporation.

Peter Watson, the President, is in Africa, as I understand.

Mr. CoNNELLY. Correct.

Chairman SARBANES. Before we address today’s subject, I want
to take just a moment to acknowledge someone who was on this
panel when the Banking Committee held its last hearing, but is
not, regrettably, with us today, and that is John Robson.

I had the highest regard and respect for John. I thought he was
a very effective Chairman of the Export-Import Bank. He brought
great stature, depth of public sector experience, and just plain good
judgment to the position. As Chairman of the Export-Import Bank,
he also served as Vice Chairman of the TPCC, in which I know he
took a very strong interest. Not only the Export-Import Bank and
the TPCC, but also, indeed, the Nation, will greatly miss his lead-
ership and his dedicated service.

I very much wanted to put that on the record this morning.

o))
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The purpose of today’s hearing is to review the Annual Report
of the TPCC on its National Export Strategy and its plans for the
coming year.

The Trade Promotion Coordinating Committee was established in
statute by the Export Enhancement Act of 1992. I should note that
before that, actually, we had a trade promotion coordinating com-
mittee as an initiative of the first Bush Administration. In fact, the
legislation was passed during the Bush Administration.

I make that point only to emphasize that this has been a bipar-
tisan effort from its inception. It has commanded strong support on
both sides of the aisle and it was also, I think, a reflection of close
Executive-Congressional cooperation at the time, and I think that
has continued to be reflected as we have worked on this over the
last decade.

The purpose of the TPCC, as stated in the statute, is to provide
a unifying framework to coordinate the export promotion and ex-
port financing activities of the U.S. Government, and to develop a
Government-wide strategic plan for carrying out Federal export
promotion and export financing programs. The statute designates
the Secretary of Commerce as the Chairman and designated as
members all the Federal agencies involved in export promotion.

The effectiveness of the TPCC depends greatly on the leadership
it receives from the Chairman and other key members, and let me
say that it has been my perception that Secretary Evans and
Under Secretary Grant Aldonas have recognized the TPCC from
the time they took office as an opportunity to bring a greater sense
of strategy and focus to U.S. export promotion efforts, and we very
much appreciate that perception on their part and their efforts to
energize the TPCC as a priority.

And they appear, at least, to have gotten active cooperation and
leadership from the other agencies represented on the panel—well,
certainly, the ones represented on the panel and, hopefully, others
not here represented.

As I mentioned, last October, the Banking Committee held a
hearing on the preliminary report of the TPCC, in expectation of
the Annual Report submitted today. At that time, Secretary Evans
indicated that the Committee planned to undertake a benchmark-
ing exercise to learn more about what customers of the agencies
want from U.S. export promotion programs, and to examine the
best practices of the governments of our major competitor countries
to determine how they promote exports. I understood that then
they would review U.S. export promotion programs in light of this
exercise and develop recommendations for making improvements.

As I understand it, that exercise has been completed, or at least
a good part of it has, and Secretary Evans and the other members
of the Trade Promotion Coordinating Committee are here this
morning to present their findings and recommendations.

So, we very much look forward to your testimony. With that, I
yield to Senator Carper.

STATEMENT OF SENATOR THOMAS R. CARPER

Senator CARPER. Thank you, Mr. Chairman. And to each of our
witnesses, good morning, and welcome.
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There are three old Governors, who sit right here, side by side—
former Governor Evan Bayh, former Governor Zell Miller, and
former Governor Tom Carper. And even though we serve in the
Senate

Chairman SARBANES. It is a powerful bloc.

[Laughter.]

Secretary EVANS. Indeed.

[Laughter.]

Senator CARPER. A lot of frustration over here on this part of the
panel.

[Laughter.]

Not really. One of the things that each of us used to do as Gov-
ernors is lead trade delegations to countries all over the world. And
during the time that I was privileged to be Governor of Delaware,
I remember going to places like Japan, Vietnam, Taiwan, Canada,
Mexico, Chile, and some other places.

I was a shut-in compared to some of the Governors. They really
got around the globe to promote their States and trade with other
countries.

One of the things we focused on within the National Governors
Association was the belief that if governors led trade delegations to
other parts of the world, if we went over a little better briefed, and
our staffs went over a little better briefed, we might not only do
maybe some good for our States, but also we might do some more
good for the country.

I think your predecessor, Mr. Secretary, was good to work with
us, and I think the State Department was good to work with the
National Governors Association and with the governors.

I think that in your testimony here today, Secretary Evans, you
indicate that the Department of Commerce plans to dedicate some
more resources to training State partners in trade promotion co-
ordinating activities.

I applaud that. I know if Senator Bayh and Senator Miller were
here today, they would as well. But we help our States and we help
our country to the extent that we can continue to work as partners
in training and in export promotion.

I simply wanted to make that point to remind you that it is im-
portant, and to let you know that these old Governors, and I think
I speak for my two colleagues as well, appreciate and applaud what
you are doing here.

Thank you, Mr. Chairman.

Chairman SARBANES. Thank you, Senator Carper.

Senator Akaka.

COMMENTS OF SENATOR DANIEL K. AKAKA

Senator AKAKA. Thank you very much, Mr. Chairman.

I want to join you in welcoming the witnesses. I also thank them
for appearing here today. I look forward to your discussion of the
Annual National Export Strategy Report of the Trade Promotion
Coordinating Committee.

The work of the TPCC in coordinating and developing Federal
activities to increase exports is extremely important to our Nation,
and really, the world as well. Increased exports have a positive im-
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pact on the economy through the potential creation of jobs, increas-
ing wages, and acceleration of economic growth.

Representing a State where small businesses are such a vital
part of the economy, I am particularly interested in the efforts
being made to provide assistance to small businesses that export
their products or have the potential to do so.

Mr. Chairman, I look forward to today’s discussion on a strategy
for U.S. export promotion and export financing programs.

Thank you very much, Mr. Chairman.

Chairman SARBANES. Thank you, Senator Akaka.

The light has gone off. The vote has begun. Mr. Secretary, I
think probably that we should suspend and go and vote and we will
come back, and then we will take your testimony.

Secretary EVANS. Very well.

Chairman SARBANES. So the Committee will stand in recess for
a few minutes.

[Recess.]

Chairman SARBANES. The Committee is prepared to resume.

Mr. Secretary, I have no colleagues here who want to make open-
ing statements, so why don’t we go right to you.

STATEMENT OF DONALD L. EVANS
SECRETARY
U.S. DEPARTMENT OF COMMERCE

Secretary EvaNs. Thank you, Mr. Chairman. I am delighted to
be back in front of your Committee. This is one of the subjects we
talked about in our very first meetings. I know how important it
is to you. I appreciate your focus on it.

I also want to associate myself with the remarks you made with
respect to John Robson. He was truly an extraordinary public serv-
ant. He served this country with great dignity and integrity and he
will be missed. His presence was very much felt on this Committee
for the period of time that he was on it. And so, again, thank you
for those kind words that you offered.

Mr. Chairman, and other Members who are not here, as Chair-
man of the Trade Promotion Coordinating Committee, I am ex-
tremely pleased to be here today with my colleagues to preview the
President’s first National Export Strategy.

I ask that you include my written testimony in the record.

Chairman SARBANES. It will be included in the record.

Secretary EVANS. Thank you, Mr. Chairman.

I intend to focus my oral remarks on three basic points. One, the
tool the President needs to pry open markets for American goods,
services, investments, and ideas. Two, the means by which we can
ensure that the President’s export promotion objectives are met.
And three, the continuing role I expect the TPCC to play in imple-
menting the President’s strategy. President Bush and I both start
from the proposition that American farmers, workers, and business
already compete in a global economy. The only real question is
whether we will give the President the tools that he needs to shape
that global economy to our advantage or leave others to write the
rules of the road.

The President and, by extension, the United States, has been
shunted aside in the battle to open new markets because the Presi-
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dent lacks the tools he needs to defend our interests at the negoti-
ating table—Trade Promotion Authority. With TPA, the President
could conclude trade agreements that might contribute as much as
$1.9 trillion to worldwide economic growth. Without TPA, those
new markets will go to our trading partners, along with the invest-
ments in jobs that those markets will create.

The question before the Senate is whether U.S. farmers, workers,
and entrepreneurs will get a chance to compete for a slice of the
expanding global economic pie or find their goods and services in-
creasingly locked out of markets around the world.

The President needs TPA, or Trade Promotion Authority, now.

While Trade Promotion Authority is a necessary condition for de-
fending America’s trade interests, it is not sufficient. That is where
our export promotion strategy and the TPCC comes in. I can sum-
marize our approach in three words that lie at the very heart of
the President’s management agenda—follow-through, results, and
accountability.

First, I say follow-through. I mean ensuring that the benefits of
our trade agreements accrue to American exporters, rather than
our trading partners. Too often, the United States has left its trade
gains on the bargaining table.

We aim to reverse that trend. We have already begun to imple-
ment that strategy. The most significant market opening initiative
in recent years has been China’s accession to the World Trade Or-
ganization. That is why I recently led a trade mission to Bejing and
Shanghai. It is also why I will send a high-level Commerce official
to China each month to ensure that China implements its WTO ob-
ligations, so that our small- and medium-sized companies can reap
the gains from China’s compliance. We have adopted the same ap-
proach with our free trade agreement partners. I will lead a trade
mission for small- and medium-sized U.S. businesses to one of our
NAFTA trading partners, Mexico, this summer. I will be joined on
that trip by many of my TPCC colleagues here with me today be-
cause, as I have told my colleagues, we would be better prepared
to do business.

Second, when I focus on results, it is because that is what the
President and I both expect. When we met with you last October,
Mr. Chairman, we described our intention to ensure our export pro-
motion programs were best in class, when compared against our
Government counterparts abroad and within private industry.

Today, after 7 months of research and a true team effort, my col-
leagues and I are confident that we have laid the groundwork for
achieving just that goal.

That said, after 30 years of experience in the private sector, I can
tell you that if you cannot measure your progress, you won’t make
any progress. That is why I will insist that our first step in imple-
menting the recommendations set out in the TPCC’s Report will be
to define the results we want to achieve and develop the means to
measure our progress toward those goals.

The guideposts I intend to use to measure our progress include
the growth of U.S. exporters, particularly small- and medium-sized
exporters, and the level of exports that take place as a result of our
efforts. And three, whether we have met our customers’ expecta-
tions. That will ensure that our export promotion programs remain
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grounded in what our customers want, which is the surest way to
guarantee results.

Third, and finally, I intend to emphasize accountability. My col-
leagues and I have assumed personal responsibility for making this
work. We expect to be held to that standard. The President expects
nothing less, nor should you.

The role that the TPCC will play in implementing our export
strategy is straightforward. I intend to adopt what my friends in
business would call a total quality approach to export promotion,
with the TPCC serving as the auditor of our progress toward that
goal. The TPCC agencies will meet at least once a month at the
cabinet level or subcabinet level to take stock. The TPCC will
produce quarterly reports so that we can check our progress
throughout the year, rather than waiting for the Annual Report.

In the process, I expect the TPCC process to ensure that the
agencies involved are coordinating our efforts, to name only a few
of the recommendations contained in this Report.

Working together to discover projects sooner and bringing the
prospect of U.S. financing early on in order to help U.S. companies
take full advantage of these opportunities. Also presenting a single
face to the exporter, tailing agency programs to meet the exporters’
needs by functioning as one-stop shops.

We want our people in the field to function like account man-
agers, helping firms navigate the full array of Government export
promotion programs. Also combining the marketing efforts of SBA,
Ex-Im Bank, and the Commercial Service to make sure lenders
know how these programs can help their small business clients.

In addition, enhancing our use of the Internet as a communica-
tion tool, particularly our primary portal—export.gov—so that ex-
porters can find the Government’s best information on trade leads
in one place in real time. And reaching out to our State and local
partners, elected officials, and private sector representatives, as a
means for reaching small- and medium-sized companies as multi-
pliers of our services.

In closing, let me reiterate my appreciation to you, Senator, and
all the Members of this Committee for your interest in and over-
sight of the export promotion process. What the TPCC really offers
us is an avenue through which we can apply many of the principles
of private sector management to Government programs, yielding
what I promise will be both effective and results-oriented.

I welcome your thoughts and those of your colleagues on the rec-
ommendations we are presenting today, and would be pleased to
answer any questions you may have.

Chairman SARBANES. Thank you very much, Mr. Secretary.

We have been joined by Senator Hagel. Chuck, did you have any
opening statement?

COMMENT OF SENATOR CHUCK HAGEL

Senator HAGEL. No. Thank you, Mr. Chairman.

Chairman SARBANES. Well, we will move right along, then, and
we will now hear from the Vice Chairman of the Export-Import
Bank, Mr. Aguirre.
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STATEMENT OF EDUARDO AGUIRRE
VICE CHAIRMAN AND FIRST VICE PRESIDENT
EXPORT-IMPORT BANK OF THE UNITED STATES

Mr. AGUIRRE. Thank you, Mr. Chairman.

Before I begin my remarks, I would like to once again thank you
for your comments and for the comments of so many others regard-
ing the passing of our late Chairman Robson. Clearly, Ex-Im Bank
is still in mourning and will be for some time. We miss him. But
our extended family, and certainly the Robson family, very much
appreciate all the sympathy that we have been receiving over the
past month and a half.

Chairman SARBANES. I note that there is a very nice tribute to
gohnh Robson in the opening of the TPCC Report. I commend you
or that.

Mr. AGUIRRE. Thank you, Mr. Chairman. And thank you for the
opportunity to appear before you today, particularly in my role as
Vice Chairman of the TPCC, and to present the National Export
Strategy. We are very pleased to share our collective strategy on
how to increase U.S. exporter competitiveness through collabo-
rative Government support. And with your indulgence, and in the
interest of brevity, a more extensive testimony is being provided for
the record.

Chairman SARBANES. It will be included in the record.

Mr. AGUIRRE. Thank you, Mr. Chairman.

My testimony focuses on Ex-Im Bank and the export finance
arena. The Export-Import Bank of the United States is in step with
the Administration’s commitment to free and fair trade. Ex-Im
Bank supports American jobs by assisting U.S. exporters to com-
pete fairly and successfully in the world marketplace. U.S. busi-
nesses rely on Ex-Im Bank to facilitate the financing of exports
that would otherwise not take place. We attempt to level the play-
ing field for U.S. businesses by offsetting market imperfections and
trade-distorting subsidies that disadvantage U.S. exporters.

Last year alone, Ex-Im Bank supported $12.5 billion worth of
U.S. exports. Of all Bank transactions, 90 percent were in direct
support of small businesses, representing $1.7 billion or 18 percent
of the exports supported. In fact, 383 new small businesses utilized
the Bank for the first time last year to support their exports. As
all of you know, Ex-Im Bank does not compete with the private sec-
tor financing.

The Bank works closely with other U.S. Government agencies to
capture possible efficiencies and to protect the interest of the tax-
payer. Let me briefly review some of the prior TPCC initiatives
involving Ex-Im Bank and what Ex-Im Bank is currently doing to
address them.

The Bank maintains eight regional offices across the country. For
the past 2 years, the Bank has delivered direct marketing material
jointly with the Department of Commerce and some of their divi-
sions. We are doing more educational seminars outside of Wash-
ington and have reformatted them into efficient one-day mini-
courses.

We actively participate in trade association shows, where thou-
sands of exporters and buyers are gathered in a very cost-effective
outreach tactic. Just 2 weeks ago, the Bank hosted 1,500 partici-
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pants, who came to learn about the Bank and to network, at our
annual conference. Participants included exporters, bankers, bro-
kers, foreign buyers, and the United States and foreign government
officials. Now onto the current TPCC recommendations.

The recommendations of the National Export Strategy were de-
veloped in close coordination amongst the TPCC agencies and with
significant input from the U.S. export community. From this dia-
logue, the TPCC developed the recommendations.

Highlights of the recommendations that pertain to the Ex-Im
Bank include five key areas:

Number one, technology. Employ technology to maximize cus-
tomer service, creating processing efficiencies, and leveraging
scarce human resources through automation. We also have several
upgrading programs in place, and we aim to provide faster turn-
around time and more up-to-date management information.

Number two, tied aid. Develop a multipronged approach to ad-
dress the trade-distorting effect of commercially driven tied aid.

Number three, Ex-Im Bank and SBA coordination. We aim to
better integrate Ex-Im Bank’s and SBA’s Working Capital Guar-
antee Programs. In fact, last week, Administrator Hector Barreto
of the SBA and I signed an agreement to coordinate marketing
efforts and to work together to identify additional opportunities to
integrate these programs.

Number four, market windows. Commission a study to assess the
impact of market window activity on U.S. exporter competitiveness.

And last, number five, the service sector. Examine the unique
financing needs of the services sector and develop programs and
procedures that address those needs.

In conclusion, since last October, when the TPCC agencies collec-
tively last testified before this Committee, we have been working
very hard to identify innovative ways to serve Ex-Im Bank’s cus-
tomers—the Nation’s exporters. I look forward to working with you
and the other TPCC agencies in implementing these critical steps
to improve U.S. exporter competitiveness.

Mr. Chairman, Senator Hagel, and Senator Akaka during my 34-
year banking career, I have always tried to make decisions on what
1s right for the customer. In the private sector, it was a matter of
survival, aligning your organization around your customers’ needs
and expanding your services through strategic alliances. Those
were, and still are, one of the best ways for companies to expand
market share.

In the public sector, the principles of the TPCC are fundamen-
tally issues of efficiency and providing our exporters with a unified
and simplified Government response. Our exporters need the best
their Government can offer. The best will only come through our
collective and coordinated actions.

While the TPCC has made progress in the past few years, we
recognize that we have more to do in several areas. The TPCC is
committed to this effort. We appreciate your leadership on these
issues and I look forward to addressing your questions.

Thank you.

Chairman SARBANES. Thank you very much.

Next, we will hear from Hector Barreto the Administrator of the
Small Business Administration.
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STATEMENT OF HECTOR V. BARRETO
ADMINISTRATOR
SMALL BUSINESS ADMINISTRATION

Mr. BARRETO. Thank you, Chairman Sarbanes, and distinguished
Members. Thank you for inviting me to testify on the Trade Pro-
motion Coordinating Committee’s National Export Strategy, and
the role that the U.S. Small Business Administration plays in the
Federal Government’s export promotion strategy.

I would first like to recognize the outstanding leadership of Sec-
retary Evans, Under Secretary Aldonas, and the TPCC staff for
their dedication to this effort. The SBA has been working closely
with the Department of Commerce, Ex-Im Bank, OPIC, and other
TPCC agencies in developing recommendations for the National
Export Strategy that incorporate small business issues in order to
grow them to be the most competitive in the world.

Small businesses create two-thirds of new U.S. jobs, are respon-
sible for much of our economy’s innovation and generate over half
of our private gross domestic product. But while 97 percent of U.S.
exporters are small businesses, fewer than 1 percent of our small
businesses export.

The TPCC conducted a formal survey of 3,000 U.S. small- and
medium-sized businesses to determine what was needed for them
to be more competitive in the global marketplace. The survey found
that small companies face more hurdles exporting than large com-
panies. Specifically, small businesses need good information and
expertise in a way that does not require large resources of time.
Small businesses also need capital. And the SBA is a resource for
these needs.

The National Export Strategy presented today by the TPCC rec-
ommends: “A Government that provides better customer service
through joint promotion, training, trade finance, and information
delivery.” In order to meet the need to create a one-stop-shop ap-
proach, we have enhanced our working relationships with our part-
ners in the following ways:

SBA and the Ex-Im Bank have entered into a Memorandum of
Cooperation. The first phase of this initiative will be to leverage
marketing resources across SBA and Ex-Im Bank to raise aware-
ness among lenders and exporters.

SBA and the Department of Commerce are working more closely
to coordinate marketing and outreach efforts to the U.S. small
business community in the delivery of both technical and financial
assistance programs. The SBA’s and Commerce’s national network
of service providers will collaborate and will work in partnership
to provide significantly improved counseling, training, and financial
assistance, while also forming a more efficient and transparent de-
livery system for these services. We are already making great
strides in cross-training. For example, in recent months, SBA has
participated in Commerce’s annual regional meetings of Senior
Commercial Officers and have begun the process of training them
on SBA’s International Trade Loan Programs.

Another example of our efforts in leveraging our partnership to
further promote export opportunities for U.S. small businesses will
be the Small Business Initiative between SBA and OPIC that will
focus on cross-training and outreach to provide the necessary tools
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and products needed to invest internationally. We look forward to
formalizing this opportunity in the very near future.

After reviewing our existing International Trade loan programs
and the recommendations from the National Export Strategy, SBA
increased the Export Express loan guaranty to a new maximum of
$250,000. The SBA Export Express loan guaranty program can be
used to finance small businesses’ export development costs such as
participation in a foreign trade show or translation of product cata-
logues, as well as finance actual export orders.

SBA is also a partner in many of the President’s E-government
initiatives to make information available on-line 24 hours a day, 7
days a week. We are currently working together with Commerce to
strengthen our links with export.gov and looking at enhancing
SBA’s International Trade website to allow the customer to access
information at the time and the place of his or her convenience.

SBA currently provides information to small businesses through
the Export Trade Assistance Partnership, or E-TAP. E-TAP is a
training program offered at each of the 19 U.S. Export Assistance
Centers and some Small Business Development Centers, which
combined with individual business counseling, offers effective and
customized assistance to new-to-export companies looking to enter
the global marketplace. We are looking at ways of increasing the
number of E-TAP programs being offered by encouraging our re-
source partners to implement the program.

SBA is fully committed to the National Export Strategy. We be-
lieve that the recommendations in this Report will help to stream-
line and improve Federal export assistance programs and benefit
U.S. small businesses so that they will continue to be the most
competitive companies in the world.

I look forward to SBA’s ongoing contribution to the TPCC and
our commitment to evaluate and harmonize our programs. I would
be happy to answer any questions you may have, and thank you
very much for the opportunity.

Chairman SARBANES. Thank you very much. And in introducing
you, I wanted also to thank you for the SBA’s quick response to the
tornado that struck Southern Maryland. Your people were on the
scene and we very much appreciate that.

Mr. BARRETO. Thank you, Mr. Chairman.

Chairman SARBANES. It has been very helpful.

Next, we will hear from Thelma Askey, Director of the U.S.
Trade and Development Agency.

STATEMENT OF THELMA J. ASKEY
DIRECTOR
U.S. TRADE AND DEVELOPMENT AGENCY

Ms. ASkEY. Thank you, Chairman Sarbanes, Senator Hagel, and
Senator Akaka, for providing this opportunity for TDA and the
other members of the TPCC to come before you today.

As has already been said, the last time we were before you was
October 2 of last year, shortly after the attacks of September 11.
Now, 6 months later, I think it is even more clear that trade pro-
motion efforts such as those we are discussing here today, are vital
to the United States—and global—economic and political security.
In particular, our ability to foster development in and trade with
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the Front Line States, with countries in South and South-East
Asia, and with struggling markets in Africa, will go a very long
way toward promoting international stability.

To begin with, let me first express my appreciation to Secretary
Evans, Under Secretary Aldonas, and their staffs for the tremen-
dous amount of work that they have put into the TPCC process in
the past 7 months. They are to be commended for their proactive
efforts to discern the needs of the exporting community and to de-
velop specific strategies to respond to those needs.

The Report contains a number of specific proposals pertaining to
TDA, and I will outline them in a moment, but since TDA does not
regularly appear before this Committee, I would like to quickly
take a moment to reiterate TDA’s mission and activities.

As directed by statute, TDA promotes American private sector
participation in developing and middle-income countries, with spe-
cial emphasis on economic sectors that represent significant U.S.
export potential. TDA is a small, nimble agency that partners with
U.S. companies and assists them in building mutually beneficial re-
lationships with overseas project sponsors and Government offi-
cials. The result is increased U.S. exports and jobs, as well as the
completion of high-quality, successful projects and other solutions
that address priority developmental needs in host countries.

TDA'’s operations put it at the forefront of U.S. foreign and trade
policy, where it works in concert with a wide array of other U.S.
Government agencies, such as the Departments of State, Com-
merce, Treasury, Agriculture, Energy, and Transportation, the U.S.
Trade Representative, Export-Import Bank, of course, and the
Overseas Private Investment Corporation.

Turning to the TPCC Report, there are a number of recommen-
dations that involve U.S. TDA. Since my colleagues have already
identified many of them, I will simply highlight a few key rec-
ommendations.

First of all, we will continue to focus on developing coordinated
strategies in crisis regions. For example, TDA has been working
closely with OPIC in developing potential projects in Afghanistan,
particularly in the telecom sector. In fact, TDA is already providing
funding for an advisor to the communications ministry, to assist
them with evaluating proposals for the telecommunications sector.
We also have been working closely with Commerce and the FAA
in developing a technical assistance program for the aviation sector
in Afghanistan that will support U.S. commercial interests.

In addition, as proposed by Treasury and other TPCC agencies,
TDA will explore opportunities to fund front-end engineering and
design studies, which are commonly referred to as FEED studies.
Other countries sometimes fund such studies as part of aggressive
efforts to win large development projects, and TDA will initiate a
pilot program to support U.S. companies who are confronted with
this type of competition.

TDA also looks forward to continuing its efforts in the area of
biotechnology. We continue to work with USDA, USTR, and the
Department of State to support public-private partnerships that
help promote sound regulatory environments overseas for American
biotech products. These efforts are crucial for ensuring that our
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trading partners continue to allow the import of American pharma-
ceutical and agricultural products.

Additionally, TDA will continue to develop strategies for sup-
porting efforts in the service sector, such as in insurance, banking/
finance, tourism and e-commerce. For example, TDA has been sup-
porting feasibility studies and technical assistance for projects
around the world involving e-commerce. Most recently, 2 weeks
ago, TDA signed a grant with Sinopec, China’s leading petroleum
and petrochemical company, for a feasibility study to help develop
an e-trade platform, putting all of the company’s procurement ac-
tivities online. And of course, that is particularly beneficial to U.S.
exporters.

In sum, TDA will continue to work closely with the TPCC and
its member agencies in making sure that U.S. policy objectives are
supported by concrete results, and that U.S. companies have the
support they need to operate around the world. This obviously is
of benefit to the U.S. economy, as it supports exports and creates
U.S. jobs. But equally important, the dissemination of U.S. goods,
technology, services, and business practices around the world rep-
resents a cost-effective, market-based means of effectuating the
President’s strategy of supporting economic growth and develop-
ment in developing countries.

Again, I appreciate the opportunity to appear before you today
and look forward to answering any questions you may have.

Chairman SARBANES. Thank you very much.

Our concluding panelist is Ross Connelly, the Executive Vice
President of the Overseas Private Investment Corporation.

STATEMENT OF ROSS CONNELLY
EXECUTIVE VICE PRESIDENT
OVERSEAS PRIVATE INVESTMENT CORPORATION

Mr. CoNNELLY. Thank you, Mr. Chairman, and Members of the
Committee. I am pleased and honored to be here today on behalf
of Dr. Peter Watson, OPIC’s President and CEO. Dr. Watson re-
grets that he could not be here today in person due to previously
scheduled travel to Africa.

Mr. Chairman, I have some brief verbal remarks I would like to
make and ask that my written statement be submitted for the
record.

Chairman SARBANES. Mr. Connelly, your full statement will be
included in the record.

Mr. CoNNELLY. Thank you.

At the onset, Mr. Chairman, I want you and the Committee to
know that OPIC is committed to working with our sister agencies
to meet the objectives of the TPCC Report.

I am very pleased to be sitting here with my colleagues from the
Trade Promotion Agencies, many with whom we have developed
good and productive working relationships.

I want to briefly speak to the most encouraging fact of this entire
TPCC exercise, that not only have the agencies reached consensus
on these recommendations, but also many of us are already imple-
menting them.

As you know, Mr. Chairman, I spent 25 years in the private sec-
tor. Policy-setting and goals are very important. But at the end of
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the day, as Secretary Evans said, success in the private sector is
measured by tangible results. In that regard, I am pleased to re-
port on specific actions that we have taken in support of the TPCC
objectives.

The TPCC Report calls for greater cooperation among the agen-
cies in early project development, as well as better coordination in
crisis regions. This has been a major objective of mine in the last
10 months at OPIC, and I am pleased to report that with our col-
leagues at the Ex-Im Bank and TDA, we are making this a reality.

In the company of my friend, Eduardo Aguirre, our three agen-
cies conducted an investment assessment mission to Pakistan this
past February that has helped us develop a significant volume of
U.S. investment opportunities in that country.

More recently, as you have heard, OPIC and TDA have been
working closely to develop opportunities in Afghanistan that we be-
lieve should lead to fruition shortly.

There are other areas where we have played a more pro active
role—sub-Saharan Africa being an example. But I would like to
state for the record that, based on my own experience, early identi-
fication and development of market opportunities is a role OPIC
can perform quite effectively for the benefit of U.S. businesses and
taxpayers in the context of OPIC’s overall development mission.

The TPCC call for better customer service for U.S. businesses,
mirrors our own effort to date. Through an internal reorganization,
OPIC is working to empower its individual line departments who
work directly with U.S. businesses to take ownership of a project
as it works its way through the agency approval process, to utilize
new internal structures to resolve disputes quickly, and to stream-
line the application process so that we can provide a more efficient,
less costly service.

As a small agency, OPIC is looking for ways to leverage its re-
sources with other agencies. And in this regard, as Administrator
Barreto has indicated, OPIC soon hopes to conclude an agreement
with the Small Business Administration that will provide a vehicle
to seamlessly connect interested U.S. companies currently doing
business with the SBA with the tools and the products that OPIC
provides, in order to help U.S. firms expand internationally.

Through these efforts and through the implementation of the rec-
ommendations of the TPCC Report, we will have better coordina-
tion, improved customer service, and more aggressive outreach and
advocacy for U.S. business, particularly U.S. small business.

We at OPIC are confident that the TPCC recommendations have
placed us on the right path.

Thank you very much, Mr. Chairman. I would be pleased to an-
swer any questions.

Chairman SARBANES. Thank you very much.

First of all, I want to commend you and the Committee. I think
both the survey you did of exporters and the review you did of
what other countries do provide us a very important data base.

I am particularly interested in the Committee following up on
the resources that our competitors devote to export promotion. And
if you can get the material, what their budget breakdown is, what
goes into it, a summary of the activities that they are doing.
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I think it is very important that we fully understand and appre-
ciate what we are up against, what our exporters are up against
and, in effect, what you all are up against. It may influence people
here to make somewhat different judgments about the kind of com-
mitment that we should make to the export strategy.

So, I think that is a very important initiative and I hope you will
build on it in future reports.

I want to focus for a moment on the two charts at the end of the
Report, which show where the money goes for export promotion.

Now, I guess the first question that I am interested in, and I
know that budget issues are difficult and sensitive for interagency
committees to deal with. But did the TPCC play a role in formu-
lating the export promotion budget recommendations that are con-
tained in the President’s budget, or did each agency simply come
forward with their proposal and got it included one way or another,
so that there was no coordination on the budget proposal?

Secretary EVANS. Mr. Chairman, I think as far as these charts
are concerned, which refers to the 2003 budget, it was clear that
each agency and department acted on their own, independent of
one another.

We are making the effort to talk about this issue as we go into
the 2004 budget cycle, particularly as it relates to an important
area like training. That is one of our focused initiatives, to train
individuals across Government as to all the various programs that
are available to our exporters in this country, making sure that the
right hand knows what the left hand is doing, what each agency
is doing. And so, we are having discussions about that. I cannot tell
you that it is formal yet. But I do recognize the importance of talk-
ing about a coordinated effort.

So, Mr. Chairman, as was mentioned in my comments, I think
that we have come a long way since the October meeting. We have
a long way to go, though. We are going to meet every month and
talk about priority issues that this Coordinating Committee must
deal with.

I think one of those priority issues are the resources that we
have available to us, like our budgets, and make sure that there
is not duplication, make sure there is not overlap, make sure that
there is discussion as to the kind of dollars that each agency is
using as it relates to the Coordinating Committee and are there
some savings there some place?

I do not know the answer to the question, but we are having, and
will have, those discussions as it relates to the 2004 budget.

Chairman SARBANES. Well, we changed the date for the Report
from September to March in 1999, in an effort to try to get the
TPCC into the budget cycle, so that there was a coordinated Ad-
ministration strategy on export promotion, which kind of reflected
the judgment of the interagency committee.

I am encouraged to hear that, to some extent, you are thinking
in those terms for the 2004 budget. I think as you look at what
other countries are doing, it would be helpful if we got some sense
of how they allocate their assistance, to. I notice 50 percent of the
promotion is done by the Department of Agriculture.

Secretary EVANS. Right.
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Chairman SARBANES. Now, without more analysis, I do not know
whether that is the right figure, too much, too little. It is hard to
judge. But it would be interesting to know what other countries do
and how this relates.

I am struck by the fact that in the Report, because I have a feel-
ing that probably the overall amount we are providing is not ade-
quate. Actually, I know you all are bound by the OMB, but I might
try to find some indirect way to put that question because you indi-
cate that Canada last year spent 13 times more on export pro-
motion than the United States did per dollar of GDP. And that
France and the United Kingdom outspent and outstaffed the
United States in absolute terms. In other words, they had a bigger
budget than we have. Is that correct?

Secretary EVANS. They have a larger budget than we have, yes.
I do not know the exact numbers, but, yes.

Chairman SARBANES. Those are pretty challenging figures when
you look at them. What kind of issues besides the budget issue do
you anticipate focusing on as you move toward the future?

Secretary EVANS. Well, I guess there are two or three, Mr. Chair-
man. One is education. I think one of the real challenges we face
in this country is educating small- and medium-size companies,
really educating America, as to the importance of trade in our
growing and changing economy.

I think that it is clear that our global economy is becoming inte-
grated at a much faster pace than certainly any of us would have
thought 5 years ago, and certainly much faster than any of us
would have thought some 10 years ago when you passed the Export
Enhancement Act.

We are rapidly moving into a very integrated, global economy.
And it is important that we provide the tools to not only educate
our companies as to how that economy will function, but also have
the tools and the support and the resources to facilitate our small-
and medium-size enterprises participating in that.

So, I think I would say, education is a large focus of ours. I men-
tioned training in my earlier comments, training across agencies.
And in that, Mr. Chairman, I would say a serious, coordinated ef-
fort. Not an effort where we talk to each other once every 4 or 5
months and then send you a report once a year, but let’s get re-
sults. Let’s talk. Let’s make sure we are meeting monthly and
make sure that we are receiving results on a monthly basis. This
is not something that I want to hear about a year from now. I want
to hear about it on an ongoing kind of basis.

I would say a focus is to just—and we have great cooperation. We
absolutely are talking to each other. I have heard nothing but a
spirit of cooperation throughout all agencies and all departments.
I want to make sure that we sustain that, make sure that we are
focused on not only continuing that, but also achieving results.
What are the action items that we need to be dealing with month
to month to month, and let’s check them off.

Another area that came up in the meeting last October was this
coordination—and came up again by the good Senator this morn-
ing—coordination between Federal and State and how important it
is to coordinate our efforts. We have made good progress on that.
We have some 12 States right now where we share office space, so
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people are right next to each other talking to each other. We have
programs underway where we are providing support to promote
trade State by State.

That is an education tool. We are going to focus on working very
closely with the States because they are the ones that are the clos-
est to the small- and medium-size businesses.

I think those are probably several of the highlights. I think one
last one we would mention, Mr. Chairman, is the importance of,
after the training, you really do have people in the Government
that can take people through a project from start to finish and can
stay with them, and not only help them identify the market, iden-
tify the opportunity, but also once it is identified, work with them
on helping them find and source financing.

Once financing is found and sourced, then making sure that they
understand the rules and regs and standards of the country that
they are moving into, and how to deal with customs in this country
that they are going into. And then stay with them for any kind of
regulatory or any kind of related issue that they may deal with in
another country. That is the challenge. These are new countries
and different rules and different regs.

You want to have kind of a start to finish. Somebody that can
stay with them. So those are four or five, I think, of the very im-
portant issues that we are focused on.

Chairman SARBANES. Very good.

Senator Akaka.

Senator AKAKA. Thank you very much, Mr. Chairman.

Mr. Secretary, I am here because I want to talk about tourism.

Secretary EVANS. Good.

Senator AKAKA. I would like to go back and quote Mr. Doggett,
the former Deputy Assistant Secretary for Tourism Industries, who
said, “International travel to the United States is an export just
like the sale of agricultural products, automobiles, or consumer
goods, and that strength plays over into our GDP.” So it is very
much a part of the export of services that you promote. One of the
recommendations in the Report is that the Department of Com-
merce’s Office of Travel and Tourism in Trade Development should
develop public-private partnerships. You mentioned in your state-
ment that you are even doing that at the office here.

My question to you is, how will these partnerships be developed
and how will the Department coordinate promotion efforts with
State agencies?

Secretary EVANS. Well, Senator, a couple thoughts on that.

One is we certainly put a lot of emphasis on tourism and travel
in the last 15 months, but even more so since September 11, be-
cause if there was any industry that was seriously impacted by
September 11, it was the travel and tourism industry. And we rec-
ognized that early.

I met with the private sector probably no longer than a couple
of weeks after September 11. I cannot remember the exact date.
But I asked them to come to Washington and sit down and visit
with us and talk about ways we can work together in partnership
to promote tourism.

Out of that came an ad campaign that we encouraged and I
think has been helpful to the industry. Out of that meeting came
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the idea of revitalizing the Tourism Policy Council, which gives us
a regular opportunity to sit down with the private sector to talk
about joint efforts, joint ideas, joint promotional kind of campaigns.

I cannot point to anything specific right now, other than the ad
campaign that took place this last—I think the ad campaign prob-
ably was right after the first of the year, if my memory serves me
right. There were some TV spots that were not only run here in
America, but also in Europe and in Japan.

It is certainly something that I talk about everywhere I go, and
I will continue to do that.

But the focus for us to look for opportunities of public-private
partnerships will be through our Tourism Development Desk, as
well as our Tourism Policy Council, which keeps us, and myself,
frankly, in regular communication with the private sector.

Senator AKAKA. Do we have any efforts that place agency rep-
resentatives in particular countries to work with that country on
tourism at this time?

Secretary EVANS. We have, of course, Commercial Service offices
all over the world and we will, through those offices and through
our embassies, quite frankly, but through those offices, through our
foreign commercial service offices around the world, we encourage
those to promote tourism and travel any way that they can.

Again, I think it is a part of the overall training initiative, we
should make sure that the people that are around the world have
the tools that they should have to promote American products and
goods and services. One of those is export of tourism and travel.

Senator AKAKA. I just want to say, Mr. Secretary, that we appre-
ciate what you are doing for the Commerce Department. Thank you
very much.

I want to move to

Ms. ASKEY. Senator Akaka.

Senator AKAKA. Director Askey, I appreciate the way you de-
scribe your agency as being small and nimble. You are also work-
ing on partnerships, especially with other countries and our U.S.
companies to promote exports.

You mentioned in your statement that the Trade and Develop-
ment Agency will continue to develop strategies for supporting ef-
forts in the service sector, including tourism. What strategies are
being developed by the TDA to support tourism?

Ms. AskEY. Thank you. I had wanted to add to the Secretary’s
comments on that because we happen to have a concrete example.
This month, we are hosting a conference for exporters of tourism
packages, et cetera, opportunities in Istanbul. And we worked very
closely with the Department of Commerce’s Foreign Commercial
Service officers in the region.

We particularly reinvigorated our effort in the post-September 11
period, both because it is important for those front-line States and
some of the other countries in the region, to look to tourism as kind
of the first steps or early steps in development.

Of course, it is very important for U.S. exporters to be active par-
ticipants in that. And the conferences that we set up are very
project-specific type conferences. Along with the Foreign Commer-
cial Service and with Ex-Im Bank and OPIC, we have worked hard
to try to develop specific opportunities that we can highlight for
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U.S. participants and foreign country participants that will be com-
ing together for this tourism conference.

And it is one of the ways that we both let our trading partners
around the world know about U.S. service exports in this particular
sector, but also U.S. providers in this sector, what opportunities
there are, what development opportunities there are in this region,
and throughout the world.

We very much look at tourism as an important service sector and
as one where U.S. providers are very competitive.

Chairman SARBANES. Thank you.

Mr. Aguirre.

Mr. AGUIRRE. Senator, if I could just add a couple of comments
about tourism. As you know, Ex-Im Bank is very involved in air-
craft financing, export aircraft financing. Obviously, a lot of that is
going to the Pacific Basin.

I would suspect that many of the 560 or so aircraft that are cur-
rently in our portfolio are landing in Hawaii, just as we speak. So,
in a round-about way, I think we are financing some exports which
are clearly bringing tourism to our shores.

Senator AKAKA. Thank you.

Mr. Secretary.

Secretary EVANS. I would add one other quick thought, Senator.
I was in Tokyo about 3 weeks ago and signed a tourism promotion
agreement with the Minister of Land and Transportation Ogi. We
were very pleased to be able to sign that as another indication of
our cooperation with Japan to promote tourism.

She further said that she would be happy to save me the journey
all the way to Tokyo next time and would meet me in Hawaii. So
maybe that is another way to promote tourism to Hawaii.

Senator AKAKA. Thank you very much, yes.

Secretary EVANS. Thank you.

Mr. BARRETO. Senator Akaka, I also wanted to contribute that
the SBA has been very involved since September 11 with our dis-
aster loans. Obviously, whenever there is a disaster, we are always
at the forefront. We were recently in LaPlata, Maryland.

Right after September 11, we received a lot of calls into the SBA,
and some of those were from Hawaii, especially from the travel and
tourism industry.

One of the things that the SBA has done, as well as continuing
to coordinate with the Secretary’s roundtable on travel and tour-
ism, is that we have also reached out across the country, outside
of the disaster area, to do economic injury disaster loans. Those are
the loans that the SBA does directly. They are 4 percent loans over
as much as a 30-year time horizon. We took the unprecedented
move of changing our regulations to be able to allow us to do those
types of loans all across the country.

It has been very successful. We have done a lot of outreach. And
I know that one of the areas that has been the most effective is
the travel and tourism industry, and we will continue to reach out
to that very important segment of our economy.

Senator AKAKA. Thank you, Mr. Barreto.

Mr. Chairman, thank you. My time has expired.

Chairman SARBANES. Thank you.
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I think Senator Akaka is on to a very important point here.
There are a number of Members in the Congress who are very in-
terested in promoting travel and tourism. Senator Reid in Nevada
actually heads up a Congressional Caucus in that regard. Obvi-
ously, it is very important to Hawaii.

I know other countries have these major tourism promotion out-
lets here, like France and the United Kingdom. Up in New York,
they have that. Does the United States have anything that is com-
parable overseas, trying to promote the residents of those countries
to come here?

Secretary EVANS. I do not know what it would be, Mr. Chairman.
Something may be escaping me, but I do not know that we have
anything on that level.

Chairman SARBANES. I think we have left it primarily to the pri-
vate sector to do, I guess.

Secretary Evans. Right.

Chairman SARBANES. But it might be worth looking at.

I have a few more questions, then we will let the panel go.

We had a hearing about a week ago on the Treasury Depart-
ment’s Report on the International Economic and Exchange Rate
Policy, which you probably read about. I know the Secretary of the
Treasury pronounces or not, as the case may be, on dollar policy
and its exchange rates.

I do not want to get anyone in trouble here, but let me ask you
this question, since you survey our exporters. How much are you
hearing from them that the exchange rate of the dollar, what many
of them would argue is the over-valued exchange rate of the dollar,
is impacting their ability to compete internationally with respect to
exports? When you did your surveys and everything, or in the
cour?se of doing your normal business, how much of this do you run
into?

Secretary EVANS. Mr. Chairman, we did have a question on that.
Actually, I think our survey says it was not ranked very highly. We
hear comments about it, of course, but I haven’t seen the ranking
specifically. So if you would like to see that study, I am sure we
could provide you with that.

Chairman SARBANES. Was that the one you just did with the
small and medium people who are not very much into the export
business, or did that cover all of the export community?

Secretary EVANS. I am sure it was just the one we did with the
small- and medium-size companies.

Chairman SARBANES. Because the NAM came before us.

Secretary Evans. Right.

Chairman SARBANES. The president of the NAM stated, and I am
now quoting him: “Exports of U.S.-manufactured goods have
plunged $140 billion in the last 18 months at an annual rate, the
largest such fall in U.S. history. The export losses, principally due
to the over-valued dollar, are a key factor explaining why the man-
ufacturing sector has fared so much more poorly than the rest of
the economy in this recession.”

And the American Farm Bureau was also at the table asserting
that their ability to export had been significantly hampered by
what they asserted was the over-valuation of the dollar. So have
any of the others run into that assertion?
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Mr. AGUIRRE. Mr. Chairman, I cross the threshold with trepida-
tion here because I certainly believe Secretary O’Neill is respon-
sible for foreign monetary policy and for U.S. export financing. We
are not going to cross into each other’s territory. But I think there
are so many factors involved in an export. The dollar and the
strength of the dollar is a very important factor.

What we heard most about, quite frankly, in the TPCC Report
had to do with being user-friendly and having the right technology
that gives the right management information systems to the ex-
porters so that we could work with them and provide better acces-
sibility to financing.

Quite clearly, the dollar was brought up, but I do not think it
ranked that high. And it might have been just the timing of the
survey why that factor did not bubble up that high.

Chairman SARBANES. Anyone else want to comment?

Mr. CONNELLY. Mr. Chairman, I would just point out that in our
experience, the issue is not so much the level of the exchange rate,
but the volatility of the exchange rate. And I think that is the con-
cern that our clients express more than anything else.

Chairman SARBANES. I have one closing question. I would like to
ask each of you what is the single impediment that you encounter,
that if it could be cleared away, would be most helpful to you in
doing your work? And if you wish, you may take on the OMB.

[Laughter.]

After all, you are here and we have you here. You are supposed
to give us very straightforward responses. Why don’t I just go right
down the list.

Secretary EVANS. I am not sure. I think that I would put a more
positive spin on it. I have been really encouraged by what has been
a committee that has not been particularly active coming together
with a very strong focus on wanting to make a difference in pro-
viding the kind of information to our small- and medium-sized
businesses that they need to export their products and services.
And until I see what are our results, what are we accomplishing,
I am not sure I am ready to talk about what our real impediments
are yet. I think we might be in a better position to do that in 6
months or so. I would be glad to come back up and talk about it.
But I think we are still building what will be a very effective, force-
ful effort in promoting trade. I do not see any real impediments
yet. It is certainly not dollars, as far as I am concerned, at this
stage of the game.

Chairman SARBANES. Mr. Aguirre.

Mr. AGUIRRE. Senator, as you know, I am fresh to the Govern-
ment from the private sector, so my comments are tainted by the
perception that I had until recently.

Chairman SARBANES. Well, they might be enhanced, rather than
tainted.

[Laughter.]

Mr. AGUIRRE. It could be.

[Laughter.]

I think that the issue is actually being addressed right here at
TPCC. The exporting community does not appreciate the many re-
sources that our Government puts in front of them. And I think



21

they perceive dealing with the various agencies as a task and not
an opportunity.

In TPCC, what we are trying to do is do better coordination, bet-
ter communication, and in some cases, eliminate duplication, as I
think we are trying to do with the various agencies.

So the obstacle, if there is one, is a perception obstacle. Clearly,
there are a lot of things that we need to do to make ourselves more
user-friendly. But if we can persuade the exporters that, in fact,
there are so many resources here that we can provide for them, I
think we will help the country.

Chairman SARBANES. I thought you might say for Congress to
give me an Export-Import Bank authorization.

[Laughter.]

Mr. AGUIRRE. That would be more an extra focus.

[Laughter.]

Chairman SARBANES. We are working on that. We are going to
conference on it, as you know, so let’s see what we can produce.

Mr. AGUIRRE. Thank you, Mr. Chairman.

Chairman SARBANES. Mr. Barreto.

Mr. BARRETO. Mr. Chairman, I would also concur with my col-
league. I am also, as many of the members here, coming from the
private sector. When you are in the private sector and you are
thinking about taking advantage of Government programs, and we
talk to small businesses every day and they tell us, no, it is going
to take too long.

I can take a yes, I can take a no, but the maybes kill me and
I would rather not even try.

So, we have a major challenge to kind of go out and reintroduce
ourselves to our clients. I oftentimes say, they do not really know
what they do not know. There are a lot of great programs and serv-
ices. And me, coming from the private sector as well, I did not even
realize how much was out there until I got back here.

We have to change the perception so that the people that we are
supposed to be benefiting really think of us as their partner. They
really think of us as an advocate, somebody that they can count on
to respond to them.

I think that we have some very good tools available to us. And
I also agree with Vice Chairman Aguirre that the collaboration
that we are going to have is going to help us leverage the existing
resources that we have.

One of the benefits that the SBA has is a pretty large network.
We have offices and resource partners in every State in the union
and many of the major cities, multiple offices. So, we need to lever-
age what we have. And working together, I think we will get that
word out and start helping more small businesses.

Thank you.

Chairman SARBANES. Director Askey.

Ms. ASKEY. Thank you, Mr. Chairman. Since we are in the busi-
ness of partnering with U.S. firms abroad, and we have two parts
to our activity. One is direct support of projects and the other is
more of a technical assistance training activity.

With respect to U.S. businesses and firms that we are working
with overseas, I think the impediment is two-fold. One is subsi-
dized competition by our trading partners. That is generally why
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we are there, to give some additionality to the process. So subsi-
dized competition by our foreign trading partners is key.

Also the staying power of small- and medium-sized business in
difficult markets. Exporting is not an easy task over time. And so,
getting companies to focus on their sustainability in the export
market is a task.

On the technical assistance side and the more policy-oriented
things we do, it is generally trying to persuade the governments to
have a stake in the outcome of the technical assistance. For exam-
ple, on our biotechnology initiative with China, the important thing
is getting the Chinese government to participate in the process of
developing the technical assistance and understanding the United
States technical expertise to be brought to bear. We are not just
giving them money and saying, work on your biotechnology regime.

So on the technical assistance side, it is basically getting a mesh
between the foreign government policy goals and U.S. policy goals.
But when it comes to U.S. exporters, I think it is subsidized com-
petition that they face and sustainability in export markets.

Chairman SARBANES. Good.

Mr. Connelly.

Mr. CoNNELLY. Well, I need to preface my remarks by saying we
have an excellent relationship with the OMB.

[Laughter.]

I think I would summarize the challenge from my standpoint in
that it is not a budgetary challenge.

Chairman SARBANES. I am sure everyone else would echo that
comment.

Mr. CONNELLY. Yes.

[Laughter.]

But we do have the need to innovate, to modernize our products
and services, and to meet the challenges of a world that is becom-
ing more complex and highly globalized.

We have in the agency, what I have learned—I have just been
out of the private sector for 9 or 10 months. We have excellent peo-
ple, tremendously dedicated professionals, and they can do the job.

We have to find a way to recognize how the world has changed,
to organize to meet those challenges and to introduce products and
services that deliver the best service to our clients in a way that
passes muster, as it must, within the entire interagency process.

Chairman SARBANES. Thank you all very much. It has been a
very helpful panel, and we look forward to the implementation of
the recommendations in the Report, and also, to the various new
initiatives that you talked about for the next report.

The hearing stands adjourned.

Secretary EVANS. Thank you, Mr. Chairman.

Mr. BARRETO. Thank you.

Mr. AGUIRRE. Thank you, Mr. Chairman.

[Whereupon, at 12:15 p.m., the hearing was adjourned.]

[Prepared statements and additional material supplied for the
record follow:]
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SECRETARY, U.S. DEPARTMENT OF COMMERCE

MAy 14, 2002

Thank you, Mr. Chairman. My colleagues and I are extremely pleased to have the
opportunity to present to you this Administration’s first National Export Strategy.
The Report is the culmination of the best efforts of all of the agencies here with
me today, as well as the Departments of State and the Treasury, USAID, and
USTR. It has truly been a team undertaking, and we are confident that the steps
we have laid out are grounded in what our customers want, need, and expect from
their Government export promotion programs. We think these steps will make a dif-
ference in the way we serve our clients—especially small businesses.

This is very much the approach the President wants all of us in the Administra-
tion to take. The President, through his Government-wide Management Agenda, has
made clear that he believes that Americans deserve a Government that is “best in
class” in service and effectiveness and that is results-oriented.

In the broader context of our trade agenda, this commitment to results translates
into two things. First, it means aggressively opening new markets for our exporters.
Second, it means having the best tools available to our exporters to realize sales in
those markets once they are open.

The first prong of the trade agenda—opening new markets—is, quite frankly, on
hold, waiting for the Senate to give the President Trade Promotion Authority. The
President believes this bill is overdue. Simply put, we are losing real trade opportu-
nities without it. We know the trade agreements that TPA will let us conclude over
the next 5 years could contribute as much as $1.9 trillion to world economic growth.
The question for the Senate is, what slice of this growing pie of opportunities will
belong to U.S. companies? We believe the longer the delay on Trade Promotion Au-
thority, the more it costs American farmers, business owners, and workers. We are
pleased that the legislation appears to be moving to a vote as a carefully crafted,
bipartisan balance. Amendments that would upset that careful balance would be
strongly opposed by the Administration.

Senator Sarbanes, we appreciate the opportunity to articulate here the second as-
pect of the President’s strategy—expanding the base of exporters and providing the
promotional support they need to “fill in” behind the agreements we negotiate. From
the perspective of a small U.S. company wanting to export, new trade agreements
are only half the battle. Agreements are meaningless to a company if it does not
have the information, expertise, and financing it needs to get started exporting and
to do the deals.

All of you are aware that trade has never been more important to the United
States and world economy. It now accounts for about a quarter of both the United
States and world GDP and is growing at over twice the rate of any other sector.
The goal of the 60 recommendations in this Report is to make sure all export-ready
U.S. companies can participate in this growth. Small companies now account for just
under 30 percent of the value of U.S. exports; yet our survey found that 30 percent
of U.S. small companies that do not currently export would like to. Moreover, of
those that export, two-thirds only export to one market. By improving customer
service and providing new export opportunities, we want to tap the unrealized ex-
port potential of both large and small U.S. companies.

These recommendations give our exporters a new strategic partner, and provide
them with the tools they need to be globally competitive. We want to help those
companies exporting to only one market broaden their horizons and make sure that
capable small businesses can take full advantage of new market openings.

The recommendations in this Report were the result of 7 months of research and
interagency deliberations. As we explained last October, we took a management ap-
proach, starting first with our customers. The driving force behind all of these rec-
ommendations was to respond to customer needs. We talked to about 100 exporters
in focus groups and one-on-one meetings, about half of which were smaller compa-
nies. We undertook a survey of more than 3,000 small and mid-sized U.S. firms. We
asked them what works and what doesn’t work. We asked them to tell us how to
improve Government services and to tell us about other Government, State, and
local agencies that do a great job of meeting their needs. We talked to both export-
ers and nonexporters to get at the question of why many small businesses choose
not to export.

FROM OUR SURVEY AND INTERVIEWS WITH CLIENTS, we came away with a number
of observations:

e Our clients are pleased with our products and services, but want them to be even
more streamlined and timely. Time is critical to companies of any size. Even the
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smallest customers have very high expectations about how quickly they get what
they need.

e Our clients think Government agencies have an important role to play in both
trade and investment promotion. This is particularly true because other govern-
ments are more strategic in helping their companies get the best shot at possible
opportunities and providing high-level focus and coordination of small business
programs.

e U.S. companies want more than export assistance. They want an account manager
to take them from their first transaction, to their first investment, through the
life of a project. They want Government personnel trained and skilled enough to
take them through the maze of Government programs, and they want the Govern-
ment to help generate new opportunities.

* U.S. companies want more coordinated Government service. They want us to oper-
ate as if we were one company—not a collection of individual agencies. They ex-
pect seamless programs with a common set of standards and requirements and
want coordinated client management among the agencies.

e U.S. companies look to the Government first for information on market opportuni-
ties and financing. The companies that do not export would export if they had
more information about foreign market trends and trade leads.

In addition, we took an in-depth look at the PROGRAMS OFFERED BY OUR MAJOR
COMPETITORS:

* We were particularly impressed by the high level of support our trading partners
give to small- and middle-sized firms. Here in the United States, we know that
these firms are a tremendous engine of job growth. And when these firms are suc-
cessful in international markets, they can achieve even higher growth rates and
pay better wages here at home. Our competitors also understand the dynamism
and power of small business. We found that a number of our trading partners
have coordinated, Cabinet-level task forces dedicated to getting small companies
into overseas markets. Korea, for example, is moving away from support for large
conglomerates or chaebols, and has a Presidential Commission that integrates
programs and budgets that help small business exporters. France, Canada, Spain,
and the UK also have coordinated, high-level programs to help small business
exporters.

* Our competitors take a more active approach in generating opportunities for their
exporters. Many governments cultivate relationships with procurement officials in
emerging markets and “cherry pick” the best projects for their exporters—pre-
senting them with shopping lists of the most lucrative projects.

¢ Other governments take a more holistic view toward export promotion, combining
their export and investment promotion programs. Rather than focus strictly on
export sales, they focus on their firms’ international competitiveness.

* And we found especially in Europe, the Swedes, the French, and the British have
elaborate e-business strategies that have become the organizing principle for their
trade promotion programs. By next year, the British will have all of their export
promotion services online. All of the trade promotion agencies will be linked with
each other and with all of their known exporters.

The National Export Strategy

Our strategy, simply put, is to make sure our exporters have the best tools to take
advantage of the commercial opportunities we negotiate. It boils down to three im-
portant points:

* A more active U.S. Government partner with U.S. exporters when it comes to
major project competitions.

* Better customer service through joint promotion, training, trade finance, and in-
formation delivery.

¢ A Government that is working harder, through State and local partnerships and
trade education to make sure that potential exporters know about the services
we provide.

STRATEGIC APPROACH TO PROJECT DEVELOPMENT

One of the themes that came up repeatedly in our discussions was that companies
want Government to take a more coordinated and more strategic approach to help-
ing them compete internationally. This applies to a wide range of issues including
major project development, a coordinated commercial response in crisis regions and
advocacy support throughout the life of the project. Our competitors often have the
upper hand in major project competitions well before the project is publically ten-
dered. Other governments indicate that they can finance a particular project early
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on and then coordinate their response between the agencies responsible for on-the-
ground market intelligence, technical assistance and financing. Ex-Im Bank, Com-
merce and a number of TPCC agencies are going to meet this challenge by working
together to discover projects sooner, show an early likelihood of U.S. financing and
help U.S. exporters take advantage of these opportunities. In key pilot countries, we
will now have a coordinated, team approach to bringing buyers and sellers together.

Exporters also told us they want to see the U.S. Government take a more active
role in countering and discouraging market distorting uses of tied and untied aid.
As a result, we have expanded the tools available to exporters to address tied aid,
including a more aggressive response to Japan’s use of tied and untied aid (Japan
is the largest provider of both), a pilot program that would enable the Trade De-
velopment Agency to fund engineering studies that often set the standards and spec-
ifications for future projects, exploring the design of a pilot project that would pro-
vide mixed credits for specific developmentally sound projects, and use of the war
chest to address instances where non-Japanese trading partners use tied aid to cap-
ture market share in emerging markets.

BETTER CUSTOMER SERVICE

In the area of client service, we found that U.S. firms that export have an increas-
ingly sophisticated understanding of what they need to be successful overseas. They
are aware of competing Government programs and have very high expectations
about the quality of service that they get. Not surprisingly, the more experienced
exporters want better coordination among the Government agencies; in short, they
want the agencies to operate as if they were part of the same U.S. Government
“company.”

To respond to this concern, we are going to do a better job of promoting each
others’ programs. We are planning on training our Commercial Service officers so
they can act as “account managers” that can help our companies with an overseas
strategy, and not just an export sale. That means a much greater emphasis on
training across agencies than ever before, with the goal of creating agency staff that
can function as “one-stop-shops,” or account managers, that can help a firm navigate
the full array of Government export promotion programs.

Trade Finance

Our survey told us that trade finance is still a major obstacle to getting small
businesses into world markets. It also indicated that too many U.S. companies
turned down sales because they had problems getting financial support, or limited
their exports to those opportunities they could fund on their own. Too few small ex-
porters are taking advantage of SBA and Ex-Im Bank working capital programs.
While many companies know about these programs, they are unaware of how they
work and are confused by the fact that there are two, apparently competing pro-
grams. We are going to address this by combining the marketing efforts of SBA,
Ex-Im Bank, and the Commercial Service to make sure lenders know how these pro-
grams can help their clients. We also want to integrate the programs to the extent
we can—while still preserving the benefits of each. In the future, we will promote
one Government trade finance service to our customers, that can then be customized
with SBA and Ex-Im Bank features, as appropriate, depending upon the resources
of the Bank and the needs of the client.

Information

This came up again and again in our discussions with customers and was ranked
in our survey as the most important service Government provides and businesses
need. We learned that more than half of the exporters we surveyed use a Govern-
ment source to gather information on potential trade opportunities, and that they
want a single site where they can get trade leads and information about specific
markets. At the same time, they are unaware of the full range of Government as-
sistance that is currently available. In response, we are enhancing export.gov—our
one-stop web portal—so that exporters can find all of the Government’s best infor-
mation on trade leads and markets in one place, in real time. We will use our
BuyUSA product—which links buyers and sellers directly—to link foreign affiliates
of U.S. multinationals abroad with U.S. suppliers, who are often small- and
medium-sized exporters looking for project opportunities.

OUTREACH, EDUCATION, AND PARTNERING

We can develop the best programs in the world, but if no one knows about them,
we will not get very far. We need to do a better job of letting companies know what
is available and make it easier for them to participate. Although our study found
that awareness is better today than it was 5 years ago, we can certainly do a better
job of connecting with business people who want to take advantage of new trade
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opportunities. We propose working more closely with State and local trade groups,
as well as elected officials, to expand awareness and increase outreach. We will also
be leveraging technology to offer simpler Internet solutions for companies looking
for help.

We will distribute packages of our export promotion services to the States to pre-
vent duplication and leverage State resources. We will encourage joint strategy ses-
sions on outreach and trade events. We will dedicate more resources to training our
State partners in TPCC programs. We will develop joint TPCC agency marketing
materials for our State and local partners. We will do a better job of leveraging the
information provided by elected officials, who are often the first point of contact for
companies seeking Government assistance. And we plan to expand education for
new-to-export firms and develop a strategy to use trading companies as multipliers
of our services.

To sum up, we are placing a much greater focus on what our customers need;
we are taking a comprehensive approach to making our companies competitive in
the world market; we are actively developing opportunities for our companies; we
are building programmatic bridges across the agencies; and we are using training
and joint promotional efforts to improve coordination and our effectiveness across
the agencies.

Senator, while in many ways I believe we have gone farther than ever before with
the TPCC, this is really just the starting point of our work. Some of these rec-
ommendations can be implemented immediately; but some will take more time and
require a formal benchmarking effort—such as training, information, and the speed
with which we deliver our services. We also expect to use this Report as a tool to
fit our resources and programs to key markets where we are negotiating bilateral
and regional agreements.

In the meantime, I want to make sure we are held accountable for what we have
said we are going to do. Whether it is the number of new project opportunities we
generate from these recommendations, or the number of small business working
capital loans we undertake, I think it is important Congress knows that we expect
to measure our progress. We will report how far we have come next year.

Again, Senator, I appreciate your great interest in the importance of strength-
ening our trade promotion programs. I intend to continue to use the TPCC not only
to coordinate our future efforts, but also to generate new initiatives that will help
keep America the most competitive exporting Nation in the world.

PREPARED STATEMENT OF EDUARDO AGUIRRE
VICE CHAIRMAN AND FIRST VICE PRESIDENT
EXPORT-IMPORT BANK OF THE UNITED STATES

MAy 14, 2002

Thank you for the opportunity to appear before you today. As Vice Chairman of
the Export-Import Bank, I also serve as Vice Chairman of the Trade Promotion
Coordinating Committee (TPCC), the body designated by Congress to coordinate
interagency efforts on trade promotion.

Working in partnership with business and labor, we support exports in order to
create and sustain jobs here in the United States. That means the Bank must be
in tune with the Administration’s trade and foreign policy objectives, as well as the
needs of U.S. companies to compete abroad.

I appreciate the efforts of all the agencies represented here today, in addition to
others both inside and outside the Government, who contributed time and energy
in pursuit of our common goal—to make U.S. trade promotion efforts second to none
by being effective, coordinated, and user-friendly.

In keeping with the Administraton’s firm commitment to free and fair trade, the
Export-Import Bank (Ex-Im Bank) of the United States assists U.S. exporters in
competing fairly and successfully in the world marketplace. Participation in foreign
trade is a critical component of the Nation’s economy. In 2001, exports represented
about 10 percent of the Nation’s GDP and supported approximately 12 million jobs
(Department of Commerce, U.S. Trade Facts), including one-in-five manufacturing
jobs. Moreover, medium- and small-sized companies represented 97 percent of U.S.
exporters. These companies are an important source of U.S. employment. Moreover,
as jobs in the export sector on average pay wages that are 13 to 18 percent higher
than ;che national average of nonexport jobs (Department of Commerce, U.S. Trade
Facts).
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Market imperfections and trade distorting subsidies frustrate U.S. exporters’ abil-
ity to compete and win business in new markets. The Ex-Im mission is to meet both
of these challenges head-on. When foreign governments subsidize the financing of
products and services sold by their companies, we step in to level the playing field.
These unfair practices distort free trade, and we are committed to providing the
U.S. exporters a competitive environment where the market drives the process; in
other words, the best product at the best price wins the sale, and not Government-
subsidized financing. Eventually, the hope and the efforts are to eliminate any Gov-
ernment trade distorting subsidies.

Capital always moves to its best risk-adjusted rate of return. Especially in dy-
namic emerging markets, capital tends to be jittery even during the best of times.
When these markets begin to slow or experience difficulty, capital flight is swift and
can be crippling. Sometimes, especially in the short-term, this phenomenon is
counter to the Bank’s broader, long-term financing strategy. These sharp market
movements most affect small companies. South Korea’s economic turmoil during the
Asian Financial Crisis was a good example of this phenomenon. When the private
market collapsed in 1997-1998, Ex-Im Bank stepped up to the plate and supported
almost $2 billion dollars in exports during that critical period. The Bank did not lose
taxpayer dollars, and, in fact, Ex-Im Bank played a role in keeping trade relations
and businesses open for U.S. exports. Now that the economy has stabilized in South
Korea, the private sector has reentered the market, and the Bank has appropriately
scaled back its support. What was Ex-Im Bank’s role? The Bank stepped into the
breach and covered appropriate short-term risk. We to some degree insulated
against potential financial contagion from that crisis.

In carrying out its mission in 2001, Ex-Im Bank supported approximately 4 per-
cent of all U.S. exports to emerging markets and 6 percent of all U.S. capital goods
exports to emerging markets. One of Ex-Im Bank’s missions in this changed world
is t(i{ take the lead in the U.S. commercial effort to penetrate the risky emerging
markets.

The Bank also steps up in times of crisis—as Ex-Im Bank did during the 1997-
1998 Asian financial crisis, and as the Bank did this past fall through supporting
the airline industry in the wake of the September 11 attacks. In this case, Ex-Im
Bank has decided not to exercise its requirement that airlines have third-party war
risk insurance coverage, in coordination with the U.S. Government and other na-
tions, to keep the airlines of the world flying, until such time as the airline industry
is able to secure a solution that will reinstate liability insurance. The process was
successful, and international commerce continued without any hitches, as aircraft
were not grounded. In so doing, not only did the Bank increase U.S. exports, but
also fostered stability and economic growth at home and abroad.

Last year alone, Ex-Im Bank supported $12.5 billion worth of U.S. exports. Of all
Bank transactions, 90 percent were in direct support of small businesses, rep-
resenting $1.65 billion or 18 percent of the U.S. exports by dollar volume supported.
In fact, 383 new small businesses utilized the Bank for the first time last year to
support their exports. Ex-Im Bank is proud of its record and intends to continue
these efforts.

At the same time, the Export-Import Bank has several other mandates, as stated
in our charter:

Ex-Im Bank Acts

Ex-Im Bank promotes private sector financing. Where there is not a private sector
alternative and there is a creditworthy transaction, the Ex-Im Bank steps up and
ensures that U.S. exporters can compete and are not at a disadvantage. In short,
Ex-Im Bank’s role is to provide official financing support that levels the playing field
for U.S. exporters until agreements can be reached to eliminate market-distorting
practices.

Ex-Im Bank does not perform this vital job in a vacuum. The Bank works closely
with other U.S. Government agencies to capture possible efficiencies and to protect
the interests of the taxpayer. The TPCC plays a critical role, as illustrated by the
recommendations in the National Export Strategy Report.

Allow me to briefly review some of the prior TPCC initiatives involving Ex-Im
Bank and our sister trade agencies and what the Ex-Im Bank is already doing to
address some of these key needs.

* The Bank maintains eight regional offices across the country. Six of these offices
are located with the U.S. Export Assistance Centers (USEAC’s) with the Depart-
ment of Commerce (DOC) and the Small Business Administration (SBA). Co-loca-
tion allows our respective staffs to co-market, pursue, and share trade leads and
market information. The Bank has placed offices in strategic locations (Miami,
FL, Washington, DC, New York, NY, Chicago, IL, Houston, TX, and three in Cali-
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fornia). The States in which these offices are located are home to approximately
65 percent of the exporters in the United States. Where we are not co-located, Ex-
Im Bank employees cross-train with DOC and SBA employees in the remaining
USEAC’s to ensure that DOC and SBA professionals are kept up-to-date on new
initiatives at the Bank.

» For the past 2 years, the Ex-Im Bank has delivered joint direct mail with the De-
partment of Commerce’s Foreign Commercial Service and the Census Bureau’s
Foreign Trade Statistics Division. This year Ex-Im Bank will deliver close to
50,000 pieces of direct mail. Not only is this partnered approach cost-effective, (it
reduces the Bank’s costs by two-thirds) it gives the recipient a comprehensive
view of the menu of services offered by our respective institutions. Ex-Im Bank’s
direct mail initiative has been a huge success.

¢ Educational seminars have long been a primary approach of many of the trade
agencies. So what is new? First, the Ex-Im Bank is doing more seminars. Second,
the Bank has taken them outside of Washington and delivers one-day mini-
courses. Third, Ex-Im Bank almost always either partners with the Department
of Commerce, a City/State Partner, or one of Ex-Im Bank’s sister trade agencies.
For example, this spring OPIC participated in a well-received exporter seminar
in Indianapolis, and 3 weeks ago Ex-Im Bank’s business development team co-pre-
sented with the Department of Commerce in Lubbock, Texas. This year Ex-Im
Bank executed over 50 of these type seminars, all with some form of sister agency
involvement.

e Trade Associations: Attending trade association shows where hundreds, some-
times thousands, of exporters and buyers are amassed is a very cost-effective out-
reach tactic for Ex-Im Bank. Partnering with DOC and the Census Bureau makes
Ex-Im Bank’s approach even more effective. The Bank will continue this success-
ful enterprise with DOC and the Census Bureau and expand upon it.

e Ex-Im’s Annual Conference: Just 2 weeks ago, the Bank had 1,500 participants
in Washington, DC, to learn about the Bank and network. Participants included
exporters, bankers, brokers, foreign buyers, U.S. Government officials, and foreign
government officials.

National Export Report

Turning to the National Export Report, these recommendations were developed in
close coordination among TPCC agencies and with significant input from the U.S.
export community. The TPCC listened to the concerns of our customers—the U.S.
exporters. The TPCC listened to those that distribute and market our services, trade
finance lenders. From this dialogue, the TPCC developed the recommendations con-
tinued in the Report.

Tlh?1 highlights of the recommendations that pertain to the trade finance arena
include:

(1) Maximize customer service orientation by employing technology to create proc-
essing efficiencies and to leverage scarce human resources through automation.

¢ Many of you on this Committee are aware of Ex-Im Bank’s automation plans. The
TPCC recognized we could never substantially expand our support, especially for
small business exporters unless and until we developed automated tools that
made our processes faster. We have several upgraded programs currently in place
that will assist us with providing faster turn around time and more up to date
information and statistics.

* Earlier I mentioned the Ex-Im Bank’s direct mail initiatives. The Bank’s direct
mail, which also includes periodic email contact, is all initiated and managed from
customer management tools. Inquiries from direct mail are sent electronically to
the Bank’s eight field offices for prompt follow-up. When Ex-Im Bank started di-
rect mail 2 years ago, the Bank used existing database software and low-cost cus-
tomer management software. Ex-Im Bank is a victim of its own success. The Bank
has now outgrown its own database and software system. The database the Bank
uses was designed for 50,000 records; Ex-Im now has over 300,000 records. We
knew we were doing right when private sector financial institutions started show-
ing up at Ex-Im’s doorstep asking us how the Bank markets its financing prod-
ucts; for example, in November 2001 GMAC sent representatives from their orga-
nization to identify how we conduct our direct mail and how we target trade
shows. It is not often that the private sector asks the Government how to market.

(2) Develop a multipronged approach to address the trade-distorting effect of com-
mercially-driven tied aid, the means by which other countries provide partial grants
and /or concessional loans either alone or combined with export credits and linked
to procurement from the donor country, and to add tools to the U.S. cache by com-
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bin%g the resources and the expertise of one or more TPCC agencies to address the

problem.

* Work with Treasury negotiators to use the Tied Aid Credit Fund (TACF) re-
sources to advance the U.S. position in the Organization for Economic Cooperation
and Development (OECD) to establish disciplines on the use of untied aid. The
goal here is to ensure that untied aid financing is truly untied, and not defacto
tied to procurement from donor country suppliers. Thus, the Bank would utilize
the TACF to provide a negative incentive that would bring other untied aid donor
ECA’s to negotiate greater discipline in their use of those funds. For example, as
cited in the new TPCC Report, the OECD recently notified Japan that a power
project they wanted to support in China was not eligible for Tied Aid because it
was deemed commercially viable. Within 10 days, Japan converted its support
from Tied to Untied Aid, thereby raising the question: Did the Japanese really
change the financing arrangement, or just change what policy they state it falls
under?

¢ Begin a pilot program where the Trade Development Agency would selectively fi-
nance FEED (front-end engineering and design) studies until there are multilat-
eral rules that prevent governments from using these studies to promote exports.

¢ Ex-Im Bank, Treasury, USAID, TDA, and the Commerce Department will work
collaboratively to design creative financing arrangements for developmentally
sound projects for which commercial financing is not available, achieving Adminis-
tration trade and aid goals.

* Use the Tied Aid Credit Fund to defend U.S. exporters from patterns of use of
tied aid that effectively (whether intentionally or not) represent a threat to long-
run U.S. market share or access to emerging markets.

(3) In response to concerns raised by the small business community, better inte-
grate Ex-Im Bank’s and SBA’s Working Capital Guarantee Programs, where appro-
priate. Toward this end, last week Administrator Barreto of the SBA and I signed
an agreement where the two agencies would begin to coordinate marketing efforts.
We have also directed our respective staff to work together to identify additional op-
portunities to integrate these programs.

(4) Commission a study to assess the impact of market window activity on U.S.
exporter competitiveness, which is also a topic of interest in the Bank’s reauthoriza-
tion bill.

(5) Examine the unique financing needs of the services sector and develop pro-
grams and procedures that address those needs.

Since October, when the TPCC agencies collectively last testified before this Com-
mittee, we have been working hard to identify innovative ways to serve Ex-Im
Bank’s customers—the Nation’s exporters. And now, I look forward to working with
you and the other TPCC agencies in implementing these critical steps to improve
U.S. exporter competitiveness.

Mr. Chairman, throughout my 34 years in banking, I have always tried to make
decisions on what is right for the customer. In the private sector, it was a matter
of survival—aligning your organization around your customers needs, expanding
your services through strategic alliances—these were and still are one of the best
ways for companies to expand market share. In the public sector, the principles of
the TPCC are fundamentally issues of efficiency and providing our exporters the
best unified and simplified Government support possible. Especially in these tough
times, our exporters need the best their Government can offer. The best will only
be realized collective and coordinated actions. While the TPCC has made progress
in the past few years, we recognize we have more to do in several areas. The TPCC
is committed to this effort. Thank you for your leadership on these issues, and I am
now prepared to answer any questions you may have.

Thank you.

PREPARED STATEMENT OF HECTOR V. BARRETO
ADMINISTRATOR, SMALL BUSINESS ADMINISTRATION

May 14, 2002

Mr. Chairman, Ranking Member, and distinguished Members, thank you for in-
viting me to testify on the Trade Promotion Coordinating Committee’s (TPCC) Na-
tional Export Strategy and the role that the U.S. Small Business Administration
(SBA) plays in the Federal Government’s export promotion strategy.
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I would first like to recognize the outstanding leadership of Secretary Evans. The
SBA has been working closely with the Department of Commerce, Export-Import
Bank of the United States (Ex-Im Bank), the Overseas Private Investment Corpora-
tion (OPIC), and other TPCC agencies in developing recommendations for the Na-
tional Export Strategy that incorporate small business issues in order to grow them
to be the most competitive in the world.

Small businesses create two-thirds of new U.S. jobs, are responsible for much of
our economy’s innovation and generate over half of our private gross domestic prod-
uct. But while most—66 percent—of U.S. exporters have fewer than 20 employees,
fewer than 1 percent of our small businesses export. Proportionately far more small
businesses export in other countries, where governments dedicate far more re-
sources to export promotion, but more importantly take a more strategic and holistic
approach. Most of our trading partners offer more comprehensive support for small
companies—providing assistance from beginning to end of the export process, and
combining their trade and investment services.

The TPCC conducted a formal survey of 3,000 U.S. small- and medium-sized busi-
nesses to determine what was needed for them to be more competitive in the global
marketplace. The survey found that small companies face more hurdles exporting
than large companies. Specifically, small businesses need good information and ex-
pertise in a way that does not require large resources of time. Small businesses also
need capital. SBA is a resource for these needs.

The National Export Strategy presented by the TPCC recommends “a Government
that provides better customer service through joint promotion, training, trade fi-
nance, and information delivery.” In order to meet the need to create a “one-stop-
shop” approach, we have enhanced our working relationships with our partners in
the following ways:

SBA and the Ex-Im Bank have entered into a “Small Business Initiative” Memo-
randum of Cooperation. The first phase of this initiative will be to leverage mar-
keting resources across SBA and Ex-Im Bank to raise awareness among lenders and
exporters. Another part of the initiative is to make our financing products more
compatible, flexible and streamlined, so that one application form can be used for
either agency’s loans.

SBA and Commerce are working more closely to coordinate marketing and out-
reach efforts to the U.S. small business community in the delivery of both technical
and financial assistance programs. The SBA’s and Commerce’s national network of
service providers will collaborate and work in partnership to provide significantly
improved counseling, training and financial assistance activities while also forming
a more efficient and transparent delivery system for these services. We are already
making great strides in cross-training. For example, in recent months, the SBA has
participated in Commerce’s annual regional meetings of Senior Commercial Officers
and have begun the process of training them on SBA’s International Trade Loan
Programs.

Another example of our efforts in leveraging our partnerships to further promote
export opportunities for U.S. small business will be the Small Business Initiative
between SBA and OPIC that will focus on cross-training and outreach to provide
the necessary tools and products needed to invest internationally. We look forward
to formalizing this opportunity in the very near future.

After reviewing our existing International Trade loan programs and the recom-
mendations from the National Export Strategy, SBA increased the Export Express
loan guaranty to a new maximum of $250,000. The SBA Export Express loan guar-
anty program can be used to finance small businesses’ export development costs
such as participation in a foreign trade show or translation of product catalogs, as
well as finance actual export orders.

The Export Working Capital Program (EWCP) is another of SBA’s International
Trade loan programs. It allows SBA to guaranty up to $1 million of a lender’s work-
ing capital loan to eligible small businesses for export purposes. A small business
that has prospered with SBA’s EWCP assistance is M.A.S. Exports Ltd. of Savan-
nah, Georgia. M.A.S. Exports is a supplier of auto parts and lubricants. Clifford
King, President and Owner, decided 3 years ago to use an SBA export loan to help
finance additional business to his offshore customers primarily in the Caribbean and
Latin America. King’s company, through a $250,000 revolving line of credit for ex-
port shipments under the SBA’s EWCP, reached annual sales of $970,000 in 2001.

SBA is also a partner in many of the President’s E-Gov initiatives to make infor-
mation available online 24/7. We are currently working together with Commerce to
strengthen our links with export.gov and also looking at enhancing SBA’s Inter-
national Trade website to allow the customer to access information at the time and
place of his/her convenience.
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SBA currently provides information to small businesses through our Export Trade
Assistance Partnership (E-TAP). E-TAP is a training program offered at each of the
19 U.S. Export Assistance Centers (USEAC’s) and some Small Business Develop-
ment Centers (SBDC’s), which combined with ongoing individual business coun-
seling, offers effective and customized assistance to new-to-export companies looking
to enter the global marketplace. We are looking at ways of increasing the number
of E-TAP programs being offered by encouraging our resource partners to imple-
ment the program.

SBA is fully committed to this National Export Strategy. We believe that the rec-
ommendations in this Report will help to streamline and improve Federal export as-
sistance programs and benefit U.S. small businesses so that they will continue to
be the most competitive companies in the world.

I look forward to SBA’s ongoing contribution to the TPCC and our commitment
to evaluate and better coordinate our programs. I would be happy to answer any
questions you may have. Thank you.

PREPARED STATEMENT OF THELMA J. ASKEY
DIRECTOR, U.S. TRADE AND DEVELOPMENT AGENCY

MAy 14, 2002

Thank you, Chairman Sarbanes, Senator Gramm, and Members of the Committee
for providing this opportunity for TDA and the other members of the TPCC to come
before you today.

The last time we were before you was on October 2 of last year, shortly after the
attacks of September 11. Now, 6 months later, I think it is even more clear that
trade promotion efforts, such as those we are discussing here today, are vital to
United States—and global—economic and political security. In particular, our ability
to foster development in and trade with the Front Line States, with countries in
South and South-East Asia, and with struggling markets in Africa, will go a long
way toward promoting international stability.

To begin, let me first express my appreciation to Secretary Evans, Under Sec-
retary Aldonas, and their staffs for the tremendous amount of work that they have
put into the TPCC process in the past 7 months. They are to be commended for
their proactive efforts to discern the needs of the exporting community and to de-
velop specific strategies to respond to those needs. TDA has been an active par-
ticipant in those efforts and we look forward to continuing this role as we face the
future challenges and implement the many ideas contained in the Report.

The Report contains a number of specific proposals pertaining to TDA, and I will
outline them in a moment, but since TDA does not regularly appear before this
Committee, I would like to quickly take a moment to reiterate TDA’s mission and
activities.

As directed by statute, TDA promotes American private sector participation in de-
veloping and middle-income countries, with special emphasis on economic sectors
that represent significant U.S. export potential. TDA is a small, nimble agency that
partners with U.S. companies and assists them in building mutually beneficial rela-
tionships with overseas projects sponsors and Government officials. The result is
increased U.S. exports and jobs, as well as the completion of high-quality, successful
projects, and other solutions that address priority developmental needs in host
countries.

Thus, the TDA’s goals are two-fold: Helping American businesses export their
products, and thereby creating jobs, while simultaneously promoting commercially
viable economic growth in developing and middle-income countries. TDA’s dual
trade and development mission allows it to serve as an essential catalyst for priority
development around the globe through support of key infrastructure projects and
capacity building initiatives.

TDA’s operations put it at the forefront of U.S. foreign and trade policy, where
it works in concert with a wide array of other U.S. Government agencies, such as
the Departments of State, Commerce, Treasury, Agriculture, Energy, and Transpor-
tation, the U.S. Trade Representative, the Export-Import Bank of the United States,
and the Overseas Private Investment Corporation. Thus, the TDA works together
closely with the other TPCC agencies on a regular basis, in the normal course of
its business.

TDA’s role is to ensure that there are early successful demonstrations that U.S.
policies result in viable and in mutually beneficial economic growth. This demon-
stration of U.S. support has the direct effect of increasing exports of U.S. goods,



32

services, technology, and expertise. TDA accomplishes its mission using a number
of early project planning tools, including the funding of various forms of technical
assistance, feasibility studies, detailed design and engineering, orientation visits,
specialized training grants, and conferences. TDA utilizes its tools creatively, tai-
loring its flexible resources to fit the particular needs of specific opportunities. The
agency thereby achieves two results—assisting U.S. businesses as they compete for
infrastructure and other development projects in highly competitive, emerging mar-
kets, and offering tailored solutions to foreign governments in need of effective
commercial-sector development assistance.

Turning to the TPCC Report, there are a number of recommendations that involve
TDA. Since my colleagues have already identified many of them, I will simply high-
light a few key recommendations.

First of all, we will continue to focus on developing coordinated strategies in crisis
regions. For example, the TDA has been working closely with OPIC in developing
potential projects in Afghanistan, particularly in the telecom sector. In fact, the
TDA is already providing funding for an advisor to the communications ministry,
to assist them with evaluating proposals for the sector. This work is also being co-
ordinated with the State Department’s Office of International Communications and
Information Policy and with USAID. We also have been working closely with Com-
merce and the FAA in developing a technical assistance program for the aviation
sector in Afghanistan that will support U.S. commercial interests. Similarly, we
have worked with Ex-Im Bank in identifying projects in Uzbekistan that can be sup-
ported by TDA at the feasibility study stage and later by Ex-Im Bank guarantees.
We will continue to work with other TPCC agencies to develop coordinated strate-
gies in Afghanistan and other crisis areas.

In addition, as recommended by the exporting community, TDA will explore op-
portunities to fund front-end engineering and design studies, which are commonly
referred to as FEED studies. Other countries sometimes fund such studies as part
of their aggressive efforts to win large development projects, and TDA will initiate
a pilot program to support U.S. companies who are confronted with this type of com-
petition.

TDA will continue working with other TPCC agencies on designing a pilot project
to support capital projects in traditionally commercially nonviable sectors, such as
the environment, renewable energy, health care, and water. TDA is active in all of
these sectors, and will coordinate with the other TPCC agencies to further expand
opportunities for U.S. businesses.

TDA also looks forward to continuing its efforts in the area of biotechnology. We
continue to work with USDA, USTR and the Department of State to support public-
private partnerships that help promote sound regulatory environments overseas for
American biotech products. These efforts are crucial for ensuring that our trading
par(tiners continue to allow the import of American pharmaceutical and agricultural
products.

Additionally, TDA will continue to develop strategies for supporting efforts in the
service sector, such as in insurance, banking/finance, tourism and e-commerce. For
example, TDA has been supporting feasibility studies and technical assistance for
projects around the world involving e-commerce. Two weeks ago, the TDA signed
a grant with Sinopec, China’s leading petroleum and petrochemical company, for a
feasibility study to help develop an e-trade platform, putting all of the company’s
procurement activities online. The study would show Sinopec how to manage and
finance its e-procurement investments, as well as how to prepare its management
for the organizational requirements demanded by the new system’s implementation.
Not only will this lead to a potential of $23 million in direct U.S. exports associated
with setting up the system, but will also make their procurement process more effi-
cient and transparent, further increasing the likelihood that U.S. companies will be
successful in doing business with Sinopec in the future.

The TPCC Report identifies exporters’ desire that the trade agencies provide bet-
ter access to information and to streamline data collection, such as with the applica-
tion process. TDA is currently revamping its computer system, moving to a web-
based system that will both allow our staff to work with data more efficiently and
provide better access for U.S. companies to TDA information and activities. We are
scheduled to have this system operational later this year.

In sum, the TDA will continue to work closely with the TPCC and its member
agencies in making sure that U.S. policy objectives are supported by concrete re-
sults, and that U.S. companies have the support they need as they operate around
the world. This obviously is of benefit to the U.S. economy, as it supports exports
and creates U.S. jobs. But equally importantly, the dissemination of U.S. goods,
technology, services and business practices around the world represents a cost-effec-
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tive, market-based means of effectuating the President’s strategy of supporting eco-
nomic growth and development in developing countries.

Again, I appreciate the opportunity to again appear before you and look forward
to answering any questions you may have.

PREPARED STATEMENT OF ROSS CONNELLY
EXECUTIVE VICE PRESIDENT
OVERSEAS PRIVATE INVESTMENT CORPORATION

MAy 14, 2002

Mr. Chairman and Members of the Committee, I am pleased and honored to be
here today on behalf of Dr. Peter Watson, OPIC’s President and CEO. Dr. Watson
regrets he could not be here in person due to previously scheduled travel to Africa
as part of OPIC’s special initiative to spur development and promote investment in
sub-Saharan Africa.

I want to thank you, Mr. Chairman and Members of the Committee, for the con-
sistent leadership and support you have provided OPIC and its sister agencies in
the Trade Promotion Coordinating Committee (TPCC). Given our commitment to the
development of a unified and successful U.S. trade program, I have every confidence
that the TPCC Report, and our ongoing efforts to execute its recommendations, will
have the desired effect: To enable U.S. companies to better compete for access to
existing and emerging markets, to the benefit of American investors and exporters.

Toward that end, I want to reinforce the Report’s recognition of the invaluable
contributions of late Export-Import Bank Chairman John E. Robson to our coopera-
tive endeavor. John’s dedication to excellence should serve as both a foundation and
a beacon to the efforts of the TPCC agencies.

I also wish to express OPIC’s appreciation for the leadership of Secretary of Com-
merce Don Evans, whose efforts and vision have been key in marshaling the collec-
tive resources of our agencies for TPCC’s worthy mandate.

Mr. Chairman, in his introductory letter to the TPCC Report, President Bush
makes clear the central goal of his unified U.S. trade policy: Providing American
companies the information, expertise, and financing they need to take full ad-
vantage of the opportunities which exist in international markets. The President
expects that the TPCC agencies and departments will achieve this goal by providing
customer service that is responsive, streamlined, and results-oriented. While the
Report contains many specific recommendations, they are all in service of a single
objective: Providing the investors and exporters “with the tools they need to com-
pgte.” OPIC is committed to working with our sister agencies to meet this worthy
objective.

Over the agency’s 31-year history, OPIC has promoted sustainable development
and supported $138 billion worth of investment in 3,000 projects from Algeria to
Zimbabwe. These same projects have generated $64 billion in U.S. exports and
created nearly 250,000 U.S. jobs. The activities of these projects are as diverse as
the countries that host them. Over its history, OPIC has built up reserves of over
$4 billion, and as you know, accomplishes its mission at no net cost to American
taxpayers.

In reiterating OPIC’s commitment to the goals contained in the TPCC Report, I
want to share with you today specific steps OPIC has taken to implement the rec-
ommendations of the Report, and to outline OPIC’s future course of action to that
end. Taken as a whole, these actions represent demonstrable progress toward better
coordination between OPIC and its sister agencies; improved customer service; and
more aggressive outreach to the American business community. In all these efforts,
OPIC has striven in particular to improve small- and medium-sized businesses’ ac-
cess to international markets.

Improved coordination among TPCC agencies is a priority of the Report, with the
expectation that this would enable the agencies to identify investment opportunities
more quickly. As the Report points out, OPIC has already been working in tandem
with our colleagues from the Export-Import Bank (Ex-Im) and the Trade and Devel-
opment Agency (TDA) on joint initiatives. These include efforts in Indonesia, and
more recently in Pakistan and Afghanistan.

New OPIC Small Business Emphasis

As another example of improved coordination and cooperation, I am also pleased
to report that one of OPIC’s key priorities under the Presidency of Peter Watson
is to establish an innovative framework agreement between OPIC and the Small
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Business Administration (SBA). This important cooperative relationship will provide
a new dimension for American small businesses currently working with the SBA by
providing a vehicle to seamlessly connect interested companies with the tools and
products needed to invest internationally.

The effect of the OPIC/SBA Small Business Initiative will be to leverage, through
cross-training and outreach, the relative strengths of the two TPCC agencies, in
order to provide U.S. small businesses with the expertise and financial wherewithal
necessary to make investments in international markets. We hope to formalize this
arrangement in the near future.

In the same spirit as our SBA cooperation, OPIC will also seek a new relationship
with the U.S. Commercial Service that will establish a training program by which
Commercial Service officers will be able to explain OPIC products and services to
investors already familiar with international operations through existing relation-
ships with the Commercial Service.

Establishing improved customer service is another goal of the TPCC Report and
an OPIC priority. OPIC’s management and staff are committed to increasing respon-
siveness to and streamlining business processes.

Minimizing the red tape and providing responsive service to those who have an
interest in the agency’s products is one of the critical links in meeting OPIC’s devel-
opment. Towards this end, OPIC will:

* BE RESPONSIVE TO THE NEEDS OF CLIENTS. Through customer surveys and
hosting annual client conferences, OPIC will explore new ways to improve commu-
nications with its clients and stakeholders, both in formal and informal contexts.

e STREAMLINE APPLICATION PROCESSES. One of the most effective ways that OPIC
can improve its ability to leverage investment is by eliminating bureaucratic pro-
cedures. By streamlining its paperwork requirements and adopting electronic
processes, OPIC will be better able to serve American businesses—both large and
small—that cannot afford a long and expensive application process that is not
geared to the faster pace of decisionmaking that is required today.

* MEASURE RESULTS. OPIC will develop and implement measurements that assess
results and outputs, as opposed to inputs, thereby offering a more effective way
to gauge our progress in serving the taxpayer.

OPIC is committed to servicing our customers as effectively and efficiently as pos-
sible. Indeed, the work of the TPCC will complement the ongoing efforts that OPIC
itself has embarked upon in assessing its programs, refocusing our efforts toward
mobilizing capital where but for OPIC there would be no private investment, and
in streamlining our operations.

Refocus on Developmental Mission

Our objective since coming to OPIC has been to align our products and services
in a manner that supports OPIC’s statutorily-mandated mission, while also recog-
nizing a robust and growing private market that has developed since OPIC’s found-
ing. As such, we have concentrated on, among other areas: Refocusing OPIC on its
core, developmental mission; rededicating our commitment to small business; and
ensuring that OPIC’s products are complementary, not competitive, with the private
sector. Each of these reforms will also contribute importantly to meeting the goals
of the TPCC Report.

We are working actively to strengthen OPIC’s consciousness of its historical devel-
opmental mission. We look to assess the investments that OPIC ultimately supports
by more than simple dollar flows; that is, to critically examine and benchmark the
added value of a particular investment to the host country, or as we say, to assess
the additionality the project represents.

Our goal is to ensure that OPIC’s participation “adds value” by measuring the ex-
tent to which there is a market failure, the degree to which OPIC can leverage its
resources for a broader economic impact, and the extent to which the project in
question contributes to the overall economic development of the host country.

Our ability to refocus on the developmental nature of our projects is made possible
in part by the growth and success of private market financing and insurance mecha-
nisms. This growth allows OPIC, with its unique strengths as a Government agency,
to complement the private markets by working in countries in which the private sec-
tor would otherwise not participate. Indeed, OPIC’s role is to do things that the pri-
vate market will not, such as offering more tolerance for higher risk countries or
projects, longer tenure, or larger per project capacity, which will help fulfill our de-
velopment mandate, but to do so by accepting only prudent financial risk, as OPIC
has consistently practiced over its history.

The TPCC Report also calls for member agencies to formalize cooperation in pilot
investment countries, such as Mexico, South Africa, Brazil, and Turkey. I am
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pleased to report that OPIC has been active in each of those countries, and looks
forward to working with our sister agencies as part of a unified trade program.

The TPCC Report notes that U.S. exporters wanted a coordinated response to the
crisis regions that would enable them to take advantage of emerging commercial
opportunities. Among TPCC agencies, OPIC is uniquely positioned to provide such
coordination.

Special Foreign Policy Initiatives

Since the events of September 11, OPIC has announced a series of initiatives in
support of the frontline states in the international war against terrorism, the cumu-
lative effect of which is to demonstrate to potential U.S. investors the opportunities
that exist in countries rebuilding from strife.

Last October, OPIC announced an initiative for Pakistan, which included the ex-
tension of a $300 million special line of credit for U.S. companies interested in in-
vesting in Pakistan.

As part of the Bush Administration’s commitment to the economic reconstruction
of post-Taliban Afghanistan, OPIC announced in January that it would establish an
initial $50 million line of credit to support U.S. investment in that country. OPIC
has also encouraged U.S. investment in the neighboring states of Uzbekistan and
Kazakhstan.

We have made significant progress in each of these areas, and expect that within
a reasonable period of time, we can fulfill the commitments we have made.

Before closing, I want to note that the TPCC Report pays special attention to the
needs of U.S. small- and medium-sized enterprises (SME’s). Despite its small staff,
OPIC has done remarkably well in reaching out to small- and medium-sized busi-
nesses that constitute a growing percentage of project participants. Of the 37 new
insurance and finance projects that OPIC supported in fiscal year 2001, approxi-
mately 57 percent (21 projects) involved American small businesses. In addition,
thousands of SME’s participate as suppliers to OPIC-supported projects. By com-
parison, 40 percent of all projects that OPIC supported in fiscal year 2000 involved
U.S. small businesses.

Data on the specific U.S. companies that will provide goods and services to OPIC-
assisted projects for the 7 fiscal years 1994 through 2000 show the specific U.S. sup-
pliers for $11.4 billion in expected procurement for OPIC-assisted projects. These
U.S. companies are located in 46 States. It is estimated that approximately 62 per-
cent of these identified suppliers to OPIC-backed projects are U.S. small businesses.

OPIC’s focus is increasingly on those countries where the needs are greatest and
on the U.S. small and medium businesses that otherwise would hesitate to expand
overseas without OPIC financing or insurance. Fortuitously, these are the same
markets where our Nation’s trade assistance programs as implemented by fellow
members of the TPCC can also have significant impact. It is the developing country
markets that will continue to grow the fastest and it is those same markets where
our exports are in demand.

Small businesses often do not meet the profile that private sector financial insti-
tutions and insurers are looking for in their overseas clients. This is where the de-
velopment goals of the U.S. Government, the needs of small business, and OPIC’s
programs intersect. With OPIC’s assistance, the proven dynamism of U.S. small
businesses can be mobilized to produce viable projects in the developing world.

Conclusion

In conclusion, the measures outlined above speak to OPIC’s strong commitment
to a leadership role in providing American companies the kind of unified trade pro-
gram President Bush expects of the TPCC agencies. They represent significant
progress toward better coordination between OPIC and its sister agencies; improved
customer service; and more aggressive outreach to the American business commu-
nity, all with a specific eye toward assisting small- and medium-sized businesses’
efforts to access international markets.

I would be remiss in closing without noting that recommendations in the Report
were based on a survey of U.S. exporters, which identified their expectations and
needs. It is vital for we the member agencies always to keep in mind the investor’s
understanding of the global marketplace, its vagaries and opportunities, in formu-
lating our unified trade program. In that context, we at OPIC have much more to
accomplish before we have made our full contribution to this process, but we are
confident that our attention to investors’ needs has placed us on the right path.

Thank you, Mr. Chairman.

I will be pleased to respond to your questions.
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John E. Robson

The Trade Promotion Coordinating Committee (TPCC) would like
to recognize the contributions made by former Chairman and '
President of the Export-Import Bank of the United States, John E.
Robson, during his time as Vice Chairman of the TPCC. Although
John passed away in March 2002, his unwavering commitment to
excellence and to ensuring that government works efficiently and in
the best interest of the American people served as guiding principles
as the TPCC developed the National Export Strategy report.

John E. Robson’s dedication to public service and his belief that
export financing is an integral part of the trade and economic policy
of the United States will serve as inspirations as the TPCC continues
to develop its National Export Strategy. His intellect, wit, and
willingness to challenge the process will be missed.

Ny T
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The Trade Promotion Coordinating Committee (TPCC) is an interagency committee chaired
by the Secretary of Commerce. It was established under the Export Enhancement Act of
1992 to provide a unifying framework to coordinate the export promotion and export
financing activities of the U.S. Government and to develop a governmentwide strategic plan
for carrying out such programs.
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Letter from the President

he advancement of trade around the world is one of the highest priorities of my

Presidency. Trade is critical to our economic growth and prosperity, and to the
ability of developing countries to lift themselves out of poverty, We have launched
new global trade negotiations in Doha, completed the accession of China and Taiwan
into the World Trade Organization, and are moving ahead to complete negotiations
for the Free Trade Area of the Americas and, bilaterally, with Chile and Singapore.
The granting of Trade Promotion Authority would further allow us to recapture the
initiative in opening new markets for American goods and services.

A successful trade policy also requires that U.S. companies obtain the information,
expertise, and financing they need to take full advantage of trade opportunities that
will benefit our workers, farmers, and communities. This report addresses a key
strategy of our trade agenda and lays the foundation for what we intend to
accomplish with our investment, trade promotion, and trade finance programs
during my Administration.

This is the first National Export Strategy of my Administration. 1t sets our course
toward a world-class system of Federal programs that are coordinated, leveraged, and
focused on the tools small and large U.S. companies need most to take advantage of
emerging trade opportunities. I commend Secretary Donald Evans for reinvigorating
the Trade Promotion Coordinating Committee (TPCC) as a management tool
dedicated to achieving world-class trade programs by addressing customer needs and
concerns. This effort is also part of my Administration’s Management Agenda which
seeks to shift the emphasis of Government toward results, responsiveness, and
leveraging of resources across agencies to better accomplish our objectives. Our
Export Strategy, beginning with this report, provides our exporters and investors
with the tools they need to compete as we negotiate agreements that create new
opportunitics for U.S. goods and services. These recommendations are built on a
solid base of direct input from the customers we serve, with particular attention
given to small businesses — the backbone of the American economy.

The great strength of the American economy is the spirit of innovation,
entreprencurship, and competitiveness that drives our industry, agriculture, and
service businesses. Government can play a crucial role in fostering a supportive
environment for trade that will unlock this potential and provide opportunities for
American companies. This report sets a strong course and empowers and commits
the TPCC agencies to follow through.

- e

George W. Bush
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Letter from Key TPCC Agencies

Dear Mr. President and Mr. Speaker:

We herewith present to you the first National Export Strategy Report of this
Administration. The Trade Promotion Coordinating Commiltee (I'PCC) has a
mandate to streamline and improve federal trade and investment promotion
programs and to implement a strategy that will focus our cfforts governmentwide.
Under the President’s leadership, our goal has been to take the TPCC to the next
level by recommending changes that give U.S. business the tools to compete
successfully in foreign markets. This report is set apart from previous efforts in that
the recommendations were developed through a process that involved reaching out
to U.S. firms and finding out what they need to be more compctitive in today’s
global market. We undertook a survey' of more than 3,000 small and medium-sized
enterprises (SMEs?) and met with more than 100 exporters, intermediaries,
investors, and lenders. We studied how other governments assist their companies to
enter and thrive in the world market. Finally, we developed recommendations that
directly address our clients” needs, reflect successful practices of our trading partners,
and leverage resources across the agencies.

The message from U.S. firms is clear: Companies rely on existing government
programs but want these programs updated to enter the 21st century. We found that
even the smallest customers have very high expectations regarding the delivery of our
programs. They are awarc of comparable programs in other countries. They expect
scamless service across agencies and are frustrated that the U.S. Government doces
not always function as if it were one entity. They expect government personnel to be
fully trained to take them through the maze of government programs and to
understand the big picture. Finally, they want more proactive government
involvement from the carliest stages of project development through the entire life
cycle of a project.

These observations led to a series of recommendations that ensure we have the
right tools to take a more strategic approach in the 21st century. Recommendations
are grouped into three areas:

# For major projects, we propose a coordinated approach to identifying
opportunities early enough that U.S. firms can effectively compete for them.
We have expanded the tools available to exporters to address tied aid. We

. Jenmifer Bremer, Robert Penny, and Arda Sinsek. Report Card on Trade I1: dssessing the Effectiveness of U.S,
Government Support to Small and AMids “eporters, report no. PB 2002-105721, prepared under contract to the L3S
Department of Commerce, International Trade Administration (Springfield, Va: National Technical Information
Service, 2002).

. Small and medium-sized companies generally reters to firms with fewer than 500 employees.

)
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plan to use aggressive advocacy and all of our policy instruments to help U.S.
firms capture project opportunitics. We also recommend that support for
U.S. firms continue through the life of the project, with TPCC agencies
working as a cohesive team to help ensure that U.S. jobs and economic
interests are protected in foreign markets.

#  In the area of customer service, we are responding to new information that
even the smallest exporters have high expectations regarding services from the
government. We are calling for a more intensive training effort and better
cross-training among TPCC agencies. We have put a high priority on
information sharing, calling for an interagency client management system, a
unified Web presence, and a database of trade intermediaries to better connect
these resources to small and medium-sized businesses. Where practical, we
encourage agencies to more formally cooperate to Jeverage government
resources for the benefit of U.S. business.

In the case of trade finance, we have set a goal of coordinating the Small
Business Administration’s and the Export-Import Bank of the United States’
working capital programs to the greatest extent possible. We want to retain
the flexibility afforded by the two programs, but eliminate confusion and take
advantage of efficiencies in marketing, documentation, and auditing between
the two programs.

We also need a more effective outreach strategy. Although we found a fairly
high level of general awareness regarding government programs, too many
small and medium-sized firms are not aware of the types of assistance available
through the Federal Government. Those that are aware often do not
understand the full scope of trade assistance available, The strategy for
increasing awareness relies heavily on strengthening ties with state and local
partners to reach more tirms more efficiently. Public-private partnerships are
also recommended as a very etfective method for increasing awareness and
expanding access to government programs.

These steps respond to today’s global market and offer solutions and tools designed
to help U.S. firms realize their full potential in foreign markets, while cnsuring more
effective use of limited trade promotion resources.

This report outlines the Administration’s trade promotion policy. It is a crucial
prong of our trade agenda as we pursue bilateral, regional, and multilateral trade
agreements around the world. It sets our course toward a world-class system of federal
programs that are coordinated, leveraged, and focused on the tools U.S. companies
need most to take full advantage of the billions of dollars in potential trade
opportunities that will emerge over the next several years. Simply put, without a

viii
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coordinated trade promotion strategy that provides our exporters with the best
possible information, expertise, support, and financing to follow on to these
agreements, they cannot fully reap the benefits of our market opening efforts.

Qur approach acknowledges that—for companies of any size—imports and
foreign investment can be critical to global competitiveness and are just as
fundamental to our economic prosperity.” In the big picture, imports can help
generate exports, and without investment abroad, our export performance would be
diminished.* Indeed, American exporters tend to be importers and international
investors, because in today’s global market, all of these activities are tied together.
Except for those companies that are at the very early stages of global engagement, it is
difficult to find a company that is just an “exporter.” Most companies import at least
some portion of the finished product they then export. And most exporters do not
sec their foreign sales really take off until they begin to invest abroad. As the
company becomes more globally integrated and competitive, their employees and
communities benefit> “Best practice firms” that are committed to exports and
investment abroad (and may also be active importers) are more efficient and
productive and generate more stable and highly paid jobs than companies that do
not.

Not only does an integrated global strategy benefit U.S. companies and workers, it
has major economic benefits to the host countries, which redound to the United
States. Countries that host large amounts of U.S. and other foreign direct investment
are better, more stable economic and foreign policy partners. Indeed, the missions of
a number of TPCC agencies—the Overseas Private Investment Corporation, the U.S.
‘Trade and Development Agency, the Agency for International Development, and the
State Department—are dedicated to capturing the social returns that spring from the
promotion of U.S. trade and investment abroad, which go beyond the purely private
returns to the companies.

An important reason why we need world-class trade promotion programs,
however, is to grow our small businesses into the most competitive companies in the
world. Small businesses create three out of every four new U.S. jobs and are
responsible for much of our economy’s innovation and generate over half of our
private gross domestic product. Although 97 percent of U.S. exporters are small and
medium-sized companies, and 40 percent of U.S. exporters have between one and 19
employees, fewer than | percent of our small businesses export. Proportionately far

[

Howard Lewis 11 and J. David Richardson, “Why Global Comsnitment Really Matters!” Institute for International
Ceonornics, October 2001,
Tixports to a foreign affiliate of a 1S, company accounted for 23 percent {$173 hillion) of total exports in 1999 (p. 38,
Survey of Current Business, March 2002).
. Some states and ities arc cspecially di dent on imports. Seven percent of Washington Stare’s employment
depends on fimports, TUis no coincidence that Washington is one of the Nation's leading states in exporls per capita.
and Richardson. 1n addition to the United States, the comparison held for firms in Belarus, Russia, Uikraine,
“hile, Bulgaria, Australia, and Mexico.
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more small businesses export in other countries, where governments dedicate far more
resources to export promotion,” but more importantly, take a more strategic and
holistic approach. Even countries such as Korea, that have traditionally relied on
chaebols, or conglomerates, to lead their export promotion efforts, now focus many of
their programs on developing the export potential of their small businesses. Most of
our trading partners offer more comprehensive support for small companies,
providing assistance from beginning to end of the export process and combining their
trade and investment services.

Mauy countries understand that small businesses that integrate a global strategy into
their business plan at the outset are more likely to succeed and become major
exporters (and employers) down the road. Clearly, many of our own small businesses
understand the importance of a global strategy, and these firms should be iHlustrative
of successful practices demonstrating the benefits of global trade for small business.
Our data indicate that the number of small and medium-sized businesses that export
is on the rise, increasing more than 200 percent over the last decade. In our most
competitive sectors such as high-technology products, small and medium-sized
businesses are at the cutting edge, accounting for more than 90 percent of our
exporting companies.

Many small firms lack the resources and the know-how to compete internationally.
Nearly two-thirds of small and medium-sized exporters sell to just one market, and
one-tourth sell to two to four markets. Yet there is a core group of competitive small
businesses that are active in even the most challenging emerging markets, like China.
In fact, the fastest-growing markets for small and medium-sized businesses over most
of the Jast decade were Brazil, Mexico, and Malaysia. A key objective of this reportis to
provide those companies selling to a limited number of markets with the boost they
need to sell to scveral. By using targeted and improved government services, we can
address the current market failure and unleash the potential for these firms.

Finding the right solution for some issues will require us to go through a formal
benchmarking process over the next year to systematically compare our programs to
other “best practices,” measure our cffectiveness, and adopt methods that improve our
programs. These issues include improved training for our smallest exporters,
improved information flow within and between the trade promotion agencies and our
clients, and serving American customers in a more timely tashion.

It is important to emphasize that this report is but a first step toward building
world-class export promotion programs that are coordinated, leveraged, and
strategically targeted so that our exporters can make the most of trade opportunities.
As emphasized by the President’s Management Agenda, the next step must be to hold

7. Last year, Canada spent 13 times more on export promotion than the United States per dollar of gross domestic product
(GDP); France and the United Kingd vith ics o h the size of the United States——outspent and
ourstaffed the United States in absolute terms.
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ourselves accountable for what we have said we are going to do and to measure our
progress. The TPCC will move quickly to define a set of specitic measures against
which we can gauge our progress in the report next vear. This will include follow-up
surveys to measure the results of the changes that we are implementing now.

We are fully committed to this process, and believe the recommmendations in this
report set us on a path that will make a difference to the quality of service we provide
our clients and the contribution our programs make to our economic future.
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Using the TPCC as a Management Tool

Since its inception, the TPCC has worked to bring multiple agencies and their
varied missions together for the common purpose of promoting U.S. exports. In so
doing, the TPCC has helped to eliminate duplication and overlap, coordinate
policies and programs, and develop a unitving framework and strategic vision.
While the TPCC must continue to serve these vital functions, this report takes the
first step toward using the TPCC as a tool for systematically improving performance
and efficiency, i.e., ensuring that U.S. exporters have access to world-class export

- promotion programs and services and that these programs are effective.

. As management scientists warn, there are no quick fixes to solving all of an
organization’s problems at once. This would hold particularly true for an entity
such as the TPCC that crosses multiple agencies and jurisdictions. Rather, what is
called for is a systematic and continuous benchmarking process of “identitying,
understanding, and adapting outstanding practices from organizations anywhere in
the world to help your organization improve its performance.” {American
Productivity and Quality Center, Benchmarking Pure and Simple, 1996)

. The efforts described in this report lay a solid foundation for using such

- management tools to benefit the TPCC agencices. We are gaining a better

- understanding than ever before of the needs of our customers and the competitive
- environment they face. We are gathering more information than ever before on
how our most formidable trading partners meet the needs of their exporters. As
reflected in the recommendations in this report, we are moving aggressively in the
short- and medium-term to improve programs and services based on what we are
learning,

At the same time, there are certain processes and programs that call for a more
deliberate, quantitative approach. Our surveys and focus groups indicate that the
areas where this approach is most needed include training of new exporters,
improving information flows within and between the trade promotion agencies and
our clients, and speeding the delivery of service to our customers. These areas lend
themselves to measurement, quantification, and comparison to processes in other
governments, nonprofit organizations, and the private sector.

xii
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Summary of Recommendations
Part I: Strategic Approach to Trade Financing and Project Development

Early Project Development
#  Comuverce, Ex-TIim Bank, TDA, OPIC, and State will formalize cooperation to
proactively develop project opportunities in pilot countries
# Agencies will build system-wide cross-training and personnel infrastructure

8 Inone year, agencies will evaluate “Early Project Development Teams™

Tied and Untied Aid
#  Usc the War Chest to leverage cooperation of untied aid donors (especially fapan)
for OECD agreement on untied aid disciplines
#  TDA will begin a pilot program of financing front-end engineering and design
studies until multilateral rules can be negotiated
B Explore the design of a pilot project that could finance selected commercially
nonviable and developmentally sound projects in certain middle-income countries

B Use the War Chest to defend U.S. exporters against the unfair use of tied aid

Coordination in Crisis Regions
# TPCC will serve as a coordinating entity available to national security policymakers
for post-crisis situations
& TPCC will coordinate a commercial approach to Afghanistan reconstruction

Market Windows

L

#  Comumission a study of the impact on U.S. exporters of competitor country market
windows

Advocacy for the Life of a Project

¥ Establish a process for delivering coordinated U.S. Government support throughout
the life of viable projects

Coordinated Strategy for Agriculture

#  FAS will evaluate adopting a variable reimbursement rate for the Market Access
Program to encourage entry into high growth markets

B FAS will pursue long-term capacity-building efforts

&  FAS will implement a biotech strategy aimed at coalition building and resolving
markct access issues

# TDA will develop public-private partnerships supporting USDA biotech capacity
building programs

xiii
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Part Il: Better Customer Service for Small, Medium, and Large -Sized
U.S. Companies

Strong Cross-Promotional Efforts Across All Agencies

5
ke

&

Certify trade specialists in TPCC agency programs to act as account managers for
exporters and investors

QPIC and CS will leverage resources through training of commercial officers
QPIC and SBA will implement a cooperative agreement to streamline approval
processes

Cross-train TPCC agency personnel, including joint training agreements
Coordinate technology procurement to climinate duplication and deliver more
seamless services

Create on-line registration form (one stop/one form) for use by all TPCC agencies
Explore MARAD technical modifications to address competitiveness concerns
CS will provide complete solutions focused on enhancing a firm’s global
competitiveness

Develop customized packages of interagency services

Create a shared client database

Promote Exports of Services

o

w

Ex-Im Bank will adapt its programs for exporters of services
Commerce’s Advocacy Center in 'I'rade Development will redesign its
questionnaires for service exporters

Commerce’s Office of Travel and Tourism in Trade Development will develop
public/private partnerships

TDA will work with service sector companies and associations

Agricultural Exporters

xiv

FAS will implement a new processed foods division that will interface closely
with C8

FAS will improve coordination of outreach activities in the United States with
other TPCC agencies

FAS will revise criteria for the branded promotion program to allow participation
of medium-sized firms

EAS will establish new custorized fee-based services
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More Available and Effective Trade Finance

SBA and Ex-Im Bank will agree on joint performance measures for their working
capital programs

Ex-Im Bank and SBA will develop a joint marketing program, including
publications and lender training

CS trade specialists will be trained to promote one U.S. Government working
capital program

SBA’s Export Express will be expanded to cover loans up to $250,000 as a pilot

TPCC working group will work to further integrate Ex-Im Bank’s and SBA’s
working capital programs

Streamline Trade Finance and Investment Processes

B

%

%

Ex-Tm Bank and OPIC will streamline processing times, where appropriate
Ex-Im Bank will work to expand and broaden electronic access to export credit
insurance services

Ex-Im Bank will continue to expand its information database for repeat
customers

Ex-1m Bank will implement a transparent approach for evaluating the
additionality of transactions

FAS will assess changes to improve customer service and management of the
Commodity Credit Corporation

FAS will investigate benefits of changing foreign content requirement for USDA
financing

FAS will provide guarantees on electronic payment mechanisms and support
non-traditional letter-of-credit forms

OPIC will develop new additionality policy

OPIC and Ex-Tm Bank will develop a cooperative agreement

Better and More Timely Information to the Customer

Commerce will improve market rescarch using technology solutions for
collaboration between agencies

Commerce will make access to export information casier through improved
search capacity and interagency portal

Gather on-going feedback from user groups on efforts to improve access

Link foreign aftiliates of U.S. multinationals with SME exporters using
BuylUSA com

Ex-Im Bank will use the Internet to improve access to government working
capital programs

Commerce’s 'I'IC will improve responsiveness to customer inquiries using
advanced customer relations technology

Xv
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Part lI: Education and Partnering to Expand Use of Our Services

State and Local Partners
% Establish tighter linkages with state export promotion agencies, including
packages of federal services that would allow states to leverage their resources
and joint strategic planning sessions to coordinate trade promotion events

& Enhance training for statc and local partmers

Expand Outreach and Education
#  Create unified marketing materials for core TPCC agencies

Coordinate outreach with congressional ofticials

Expand trade education cfforts for new-to-export firms

Develop outreach strategy for intermediaries and logistics firms

Integrate export control training by BIS and other agencies

xvi
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More Strategic Approach to
Trade Financing and Project
Development

O ne of the greatest concerns of experienced U.S. exporters, large or small, is the
success major trading partners have—with their government’s support—
winning projects and procurements in key growth markets. The general perception
among U.S. firms is that their competitors often have the upper hand, even before a
project is tendered. They attribute this advantage to the long-term commitment of
competitor country governments to project development in strategically important
markets. In the agriculture sector, competitor governments have responded
aggressively to increasing demand in developing countrics. Comments of exporters
and a look at our trading partners’ programs point to several tactics used by other
governments. Based on these insights into the competitive environment, agencies of
the Trade Promotion Coordinating Committee (TPCC) will take a more strategic
approach and respond to exporter needs from the outset of potential opportunities
and throughout the life of a project.

Streamlined Early Project Development
Foreign Competitive Practices®

Major competitors have become very adept at strategically and proactively pursuing
major projects in their earliest, formative stages. The essential components of their
approaches appear to be a long-term commitment to relationship-building with
procuring ofticials in target markets, and an early indication for procuring officials
that government financing or technical assistance will likely support a project.
Success depends on the ability to concurrently master both tasks via seamless
cooperation between the elements of government responsible for market intelligence,
technical assistance, and trade financing. Some of our trading partners have
accomplished this by empowering agencies, such as Export Development Canada
(EDC) and Germany’s Kreditanstalt fir Wiederaufbau (KfW), to provide financing
through market window® lending activitics that offer flexible terms and conditions
that fall outside of the disciplines of the Organization for Economic Cooperation and
Development (OECD) Arrangement for Official Export Credit Agencies. Other
governments rely on the planning and coordination strengths of an umbrella agency
(e.g., France and the United Kingdom).

8. The deseriptive information on foreign competition tn this report s based on information gathered by ULS. embassics
abroad, including interviews with foreign government officials. it was supplemented by anecdotal information trom
experters interviewed for this report.

9. A market window is a government-owned or directed institution claiming to operate on a commercial basis, but that
benefits from some tevel of government support.
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Canada: Many U.S. exporters are impressed by the Canadian approach to project
development. Canada’s export credit agency, EDC, essentially develops shopping lists
with foreign buyers that are then offered to Canadian exporters. On the foreign buyer
side, EDC reportedly offers exceptional customer service and flexibility. This
customer orientation helps EDC’s industry-focused teams build strategic relationships
and develop business with foreign buyers., An example of EDC’s customer orientation
is the use of pre-approved lines of credit to foreign buyers and banks—intended to
make purchases from Canadian exporters more attractive. Examples of EDC's
flexibility include its use of the latest financing techniques and tlexible application of
domestic content restrictions. On the domestic front, EDC proactively seeks out and
offers Canadian exporters market intelligence and financing to help them take
advantage of market opportunities, including help with deal facilitation.

Germany: Germany provides its exporters with export credit support through both
official and market windows, thereby providing flexible support for major projects and
capital equipment procurement. through the official window, Hermes provides
export insurance cover as Germany’s traditional export credit agency. KfW, which
operates both an export credit market window and the German development
agsistance program, has quickly become one of Germany’s largest providers of
financing for capital goods exports and international projects. Its strength in winning
business for German firms in developing countries appears to be its combined
mandates to promote German exports and finance investments and project-related
consulting scrvices in developing countries. Under these mandates, KfW has
aggressively used its skills in both official export credit guarantees and official
developmental assistance (ODA) to steer much of its ODA financing toward energy,
environment, and transportation projects. KfW has given German industry in these
sectors a considerable competitive advantage. As in Canada, the rapid growth of
exports supported by KfW can be attributed to its embrace of market windows.

France: Strong cooperation in France follows from the centralization of government
export and investment promotion, trade policy development, and trade financing
under the overall aegis of the Direction des Relations Economiques Extéricures
(DREE). DREE is an increasingly influential entity within the French Ministry of
Fconomics, Finance, and Industry, itself a “super-ministry” with responsibilities
including trade policy, trade and investment promotion, customs, taxation, and
export finance.

United Kingdom: The United Kingdom recently strengthened and streamlined
interagency cooperatjon through the creation of British Trade International (BTT) in
May 1999—a merger of the export promotion functions of the Department of Trade
and Industry (Commerce Department equivalent) and of the Foreign and
Commonwealth Office (State Department equivalent). BT offers technical assistance
programs for training potential international clients. 'The Export Credits Guarantee
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Department (ECGD), the United Kingdom’s export credit agency, reports to the
Departinent of Trade and Industry.

Japan: Japanese exporters benefit from the strong central role of the Ministry of
Economy, Trade, and Industry (METT), and Japan’s status as the world’s largest
ODA donor. METI plays a key role in setting trade policy, has jurisdiction over the
Japan External T'rade Organization (JETRO), and shares jurisdiction (with the
Ministries of Finance and Foreign Affairs) over the newly created Japan Bank for
International Cooperation (JBIC). JBIC was the result of the 1999 merger of Japan’s
lead export finance agency, Japan Export Import Bank, and lead ODA agency, the
Overseas Economic Cooperation Fuad. METT is also involved in implementing
ODA technical assistance projects of the Japan International Cooperation Agency
(JICA). As discussed later in this chapter (see “lied and Untied Aid”), there is
growing concern that Japanese companies unfaicly benefit from untied aid that is de
facto tied to the purchase of Japanese goods and services.

Exporter Suggestions and Concerns

Exporters have told us that it would enhance their ability to secure individual
projects if agencies could work together to discover projects sooner. Exporters
emphasized that if U.S. Government agencies could more proactively demonstrate
early in the bid process that official financing is likely, foreign procurement officials
would more seriously consider U.S. bidders and U.S. exporters would be more
interested in pursuing these opportunities. "I'hey point to their biggest competitors,
whose governments proactively scek out opportunities and present them with
“shopping lists” of the most Jucrative projects.

Exporters also warned of the long-term opportunity costs of not pursuing projects
more aggressively. Competitors target projects in their early stages not only to win
the deal at hand, but to strategically lay groundwork for future business. Once a
competitor establishes its business model, standards, and specifications in a new
market, newcomers may have a more difficult time entering that market. The longer
a competitor’s early lead in a new market goes unanswered, the more likely the
competitor will become the dominant player.

Recommendations

To ensure U.S. companies have the same opportunities as their foreign competitors,
the U.S. Commercial Service (CS), State Department, Export-Tmport Bank of the
United States (Ex-Im Bank), Qverseas Private Investment Corporation (OPIC),"

10. It is important to undersiand in the context of this report that OPIC™s mission is (o facilitate the mobilization of U.S.
private capital in support of U.S. development priorities. OPEC does not finance expotts; rather it provides political
risk insurance and project finance to eligible U.5. companies investing in developing countries. At times, OPIC may
be able to further TPCCs export objectives as OPIC implements its development mandate.
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and the U.S. Trade and Development Agency (TDA) will more proactively and
strategically coordinate the development of project opportunities, especially in key
markets. As demonstrated by our competitors, combining project opportunities with
early indications of financing better serves both potential buyers abroad and U.S.
industry at home. Ex-Im Bank will consider modifying existing letter-of-interest
procedures to issuc letters of interest to foreign buyers.

In the near term, the TPCC will institutionalize cooperation for early project
development in a small group of pilot countries (Brazil, China, South Africa, Mexico,
Russia, and Turkey) and build the cross-training and personnel infrastructure needed
to pursue projects more effectively in these countries and throughout the world. In
one year, the TPCC will evaluate the effectiveness of the “Early Project Development
Teams” and consider whether examples of co-located agencies abroad (¢.g., Ankara,
Zagreb) have demonstrated unique and measurable benefits commensurate with their
costs.

Formalize Cooperation in Pilot Countries: The CS, State Department, Ex-Im Bank,
OPIC, and TDA will institutionalize closer interagency links in Brazil, China, South
Africa, Mexico, Russia, and Turkey via “Early Project Development Teams.”" 'L'hese
countries have been chosen because they represent a diversity of regions,
opportunities, and levels of current interagency representation. Agencies agreed that
even in regions where many of them are currently represented, such as the Caspian
Finance Center in Turkey, new processes for interagency communication and
cooperation are needed. Focusing coordination at the country level also responds to
the trend among multilateral development banks to devolve procurement decision-
making responsibility to project host governments.

In each pilot country, U.S. Government agencies will work together at the earliest
stages of development of government procurement to identify opportunities, indicate
a strong likelihood of U.S. financing, and provide U.S. firms with the information and
advice they need to aggressively pursue projects. While agencies will work as a team,
each agency will have different responsibilities. Once potential suppliers are identified,
“Early Project Development Teams” will continue to work together to ensure that any
U.S. exporter bidding for the project has coordinated, effective government support.
Such support could include proactive trade financing, associate financing, tied aid
financing, or advocacy etforts, even after the contract is signed. Recent coordinated
activities by Ex-1Im Bank, OPIC, and TDA can serve as a useful reference point for this
new, more comprehensive effort.

Commerce Department: At the front end, the CS will use its in-country
contacts and expertise to develop relationships with officials of foreign

government ministries, to identify projects at an early stage, and to market

1. OPIC is vot open in China and, at this time, can only provide smail business loans in Mexico.
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potential U.S. exporter interest. A priority will be finding project
opportunities in sectors where Ex-Im Bank or other finance agencies have
expertise, such as telecommunuications, transportation, and energy. Once
opportunities are identified, CS will work with Ex-Im Bank, OPIC, and TDA
to determine interest in supporting the project. Once the Commerce
Department has an indication of financing support from one of the agencies,
it will actively use its industry experts in Irade Development, the domestic
field network of CS, and specialized teams to broadcast the opportunity as
widely as possible to U.S. industry and to find U.S. companies interested in
becoming bidders on or suppliers to a project.

State Department: Under the direction of the Secretary of State and country
team posts abroad—inctuding some 60 posts where the State Department
leads the commercial function—State Department officers will work with key
foreign decision-makers and businesspeople to help identify projects in their
carly phase and then work with others on the interagency team to develop
information which can be used by potential U.S. project bidders.

Ex-Im Bank: Building on strengths such as its 100 percent coverage for
medium- and long-term guarantees and Sub-Sovereign Program, Ex-Im
Bank will actively market its programs in target countries and educate
potential project sponsors about available financing options and deal
facilitation services. Ex-Im Bank will consider modifying existing letter of
interest procedures to issue letters of interest to foreign buyers.

OPIC: Yor project sponsors looking to longer term investment options in
cligible countries, OPIC will actively work to market its finance and
insurance products, which include direct loans to small business; loan
guarantees for larger projects; and political risk insurance for equity and debt
investments to cover currency inconvertibility, political violence, and
expropriation. As a subset, OPIC’s Contractors & Exporters Insurance can be
an important element of U.S. Government support available for major
international projects. "L'his program insures against wrongful calling of bid,
performance, and advance payment guarantees/bonds; custom bonds; and
loss of physical assets related to equipment at a work site.

7TDA4: Building on its trust funds to multilateral development banks, TDA
will work more closely with CS’s international posts and commercial liaison
officers assigned to the banks to take better advantage of the annual $40
billion procurement market of projects funded by the multilateral
development banks. "I'DA will work more closely with CS and other trade
finance agencies in the pilot countries to facilitate project development where
feasibility studics or technical assistance would be useful. TDA will also
continue to build upon its relationships with a variety of other U.S.
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Government agencies, including the Department of Energy, Federal Aviation
Administration, the Office of the U.S. Trade Representative (USTR), and
USDA, to support project opportunities and capacity building initiatives in
the pilot countries as well as around the globe.

Build the Needed Training and Personnel Infrastructure: For this pilot project
to work, and before it can be expanded to other countries, agencies must provide in-
depth training in each others’ programs, policies, and processes. In particular, CS
domestic and international staff must be well-versed in U.S. Government financing
programs and in the essentials of project finance. The goal is to more effectively
leverage CS to bring buyers and sellers together. CS is well-positioned to market the
programs of U.S. Government trade financing agencies to foreign procurement
officials abroad and to market early project opportunities to U.S. industry
domestically.

Training: CS will incorporate Ex-Im Bank, OPIC, and TDA instruction as
part of the required training of CS officers, both domestically and
internationally. Agencies will also form tighter linkages between their
human resource offices to facilitate and encourage agencies to exchange
personnel on a regular basis to promote on-the-job training.

Contact: During visits to Washington, CS ofticers will visit Ex-Im Bank,
OPIC, and TDA regional experts as part of their consultative program prior
to new assignments abroad and regularly thereafter.

Integration: Fx-Im Bank, OPIC, and TDA will identity personnel to be
included in the Commerce Department’s domestic industry and regional
team network (e.g., environmental, Western Hemisphere) so that they can
become more familiar with potential U.S. suppliers and their issues. The
Commerce Department will continue to include these agencies in its
conferences and outreach efforts. "These agencies will include the
Department of Commerce’s industry experts, field representatives (domestic
and international), and teams as part of their outreach or project-specific
efforts.

Evaluate “Early Project Development Teams”: In one year, the TPCC will
evaluate the effectiveness of the “Early Project Development Teams” in pilot countries
in terms of strategic objectives, market trends, and project opportunities presented to
U.S. exporters. Examples of successtul cooperation will be introduced in the other
pilot countries. The TPCC will also evaluate whether examples of agencies co-
located abroad (such as the Caspian Finance Center in Ankara, Turkey, and a
regional office in Zagreb, Croatia) have demonstrated unique and measurable
benefits commensurate with their costs. Ineffective approaches will be
discontinued.
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Tied And Untied Aid

A major ongoing concern for U.S. exporters is the effectiveness with which our
major trading partners use aid financing to promote their firms in major project and
capital goods procurements in developing countries. A privary issue is that
competitors benefit from tied aid and untied aid that is de facto tied, i.e., aid from
their governments for public sector projects that is in some manner conditioned
upon the purchase of equipment from suppliers in the donor country. They would
like to see the U.S. Government: (1) take a more active role in countering and
discouraging market distorting uses of tied and untied aid, and (2) otherwise take a
more positive approach toward using tied aid that is consistent with OECD
guidelines to fund capital projects.

Discouraging Trade-Distorting Tied and Untied Aid

In 1991, negotiations advanced by the U.S. Government within the OLCD to limit
the provision of trade-distorting tied aid (i.e., aid tied to “commercially viable”
projects) yielded the “Helsinki Package.” To complement the Helsinki Package, in
1992 Congress cstablished within Ex-Im Bank the Tied Aid Capital Projects Fund
(TACPF)—or War Chest—to permit matching foreign tied aid offers when the
longer-term cconomic interests of the United States would be damaged despite the
tied aid meeting the OECD rules. The Administration has implemented this
matching program so as to maximize the possibility of discouraging any remaining
trade-distorting tied aid from being oftered in the first place. Following aggressive
implementation of the tied aid rules, the export value of Helsinki-type tied aid
dropped from its 1991 high of roughly $9.5 billion to $3.4 billion in 2001. Non-
Japanese tied aid, $9 billion in 1991, has declined to $1.5 billion in 2001, the lowest
level on record. The benefit to the U.S. economy is estimated at an additional $1
billion of U.S. exports a year by allowing U.S. companies to compete fairly for
contracts without expensive tied aid subsidies.

Japanese “untied aid” that is de fzctotied: Of great concern is the likelihood that
Japan is using untied aid credits to distort trade and circumvent the tied aid rules.
While Japan’s untied aid dropped from $12 billion during 1993--1997 to $4 billion in
2000, much of this aid appears to be de facto tied. In one well-documented case (the
Severnaya gas-fired power plant in Azerbaijan), a Japanese consortium was awarded
the contract after a Japanese/U.S. bid was disqualified on technical grounds based on
criteria not present during the pre-qualification process and despite the bid with U.S.
equipment from the world-class supplier of such equipment being 10 percent lower
in price. Press reports later revealed that Japanese officials actively lobbied for the
Japanese bidder even though Japan had provided untied aid. Discussions of this
bidding process in the OECD later concluded that this project was de facto tied.
Given the volume of untied aid provided by Japan over the last 10 years (an average
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ot $10.3 billion per year) and the fact that Japan scems to be able to switch between its
tied and untied aid programs with great ease, untied aid has become an issue of
concern equal to tied aid prior to the Helsinki Package of disciplines. In early 2001,
the United States challenged three Japanese tied aid financed power projects in China.
Japan argued that the transactions were commercially nonviable. When an OECD
Tied Aid Consultations Group found the projects to be commercially viable, Japan
changed its support from tied to untied aid to allow the projects to be financed with
aid financing and avoid the tied aid rules. Such switching of financing sources creates
powerful pressures on other tied aid donors to create untied aid programs to be able
similarly to avoid the tied aid rules.

‘Therefore, undisciplined untied aid not only provides the direct opportunity for trade
distortions but also threatens to undermine the tied aid rules. If these rules unravel,
trade-distorting financing faced by U.S. exporters is likely to be $20 billion annually,
based on historical averages. U.S. budget resources necessary to protect the U.S.
market share of this amount of exports would be more than $1 billion annually on top
of existing levels of Ex-lim Bank appropriations.

Recommendation

Use the Ex-Im Bank War Chest to leverage OECD negotiations to achieve multilateral
disciplines for untied aid. Use War Chest resources to secure the cooperation of untied
aid donors (primarily Japan) in agreeing to untied aid disciplines by competing for key
projects that they finance with their tied or untied aid. "Lhe idea would be to match or
counter through initiation for projects of high priority to these governments for which
it has offered either tied or untied aid or otherwise is prepared to support its exporters,
and for which there is U.S. exporter interest.  Negotiated disciplines are required
because these countries’ aid programs are far too large, and tied aid is too expensive,
for the United States to compete with them on an ongoing basis in the absence of
disciplines. Therefore, the War Chest would be used to conclude OECI negotiations
for untied aid disciplines. These negotiations could take several years to complete.

We would inform U.S. exporters of this new policy. We would also institute an
interagency consultation process to prioritize projects that are being considered for
matching or countering through initiation. Different tools and different methods
would be used, appropriate to the case at hand. This cffort would draw on U.S.
Government personnel in both donor and recipient countries to identify projects of
strategic interest to these donors so as to both support U.8. negotiators and effectively
utilize the War Chest to maximize our overall leverage in the negotiations process.

Front-End Engineering and Design (FEED) Studies

Another major means by which Japan appears to steer untied aid to their exporters is
via concessionary financing of FEED studies. Exporters have pointed to Japan as

8
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having perfected grant engineering for projects such as turnkey power plants.
Exporters also gave examples of Germany and Spain providing concessionary funds—
including pure grant financing—for engineering studies in support of projects funded
by multilateral development banks (MDBs).

Recommendation

Begin a pilot program where TDA would fund FEED studies until there are multilateral
rules that prevent governments from using these studies to promote exports. TDA, the
Commerce Department, and Ex-Im Bank would help to identify projects for such
activities. For several years and through various proposals, the United States has
unsuccessfully tried to convince other OECD members to prohibit the use of
concessional financing for FEED studies. Therefore, the pilot program would have
TDA (in creditworthy countries) follow up its feasibility studies for select projects
with funding for FEED studies. The intent of this program is to counter the
advantages currently enjoyed by some exporters until such time as OECD rules
against such practices are agreed.

Small-Scale Capital Projects for Development Assistance

The TPCC is proposing to design a pilot project to enhance the capacities of the U.S.
Agency for International Development (USAID) and Ex-Tm Bank to support
developmentally sound capital projects (commercially nonviable) in creditworthy
developing countries. Tt would include an element in which USAID grants could be
combined with Fx-Im Bank standard financing when the U.S. Government
determines that a capital project in a specific sector is the most effective way of
achieving a development partner’s economic and social goals. Such mixed credits
could consist of a minimum of 35 percent USAID grant, with the remainder financed
by Ex-Im Bank. The pilot project would create the synergy in U.S. development -
trade policy whereby U.S. Government agencies can finance bona fide development
needs while expanding the scope for U.S. exporters and businesses to participate in
development programs. The initiative would need to be consistent with the
President’s Development Agenda. It could not use development resources to fund
commercially focused projects.

Many OECD members already offer mixed credits. However, the TPCC is not
proposing to finance capital projects or use mixed credits to the extent our
competitors do. The development projects for which this initiative would be
available are in sectors considered under OECD guidelines to be “commercially
non-viable,” i.e., those for which pure commercial financing would not normally be
available on the basis of the project’s tinancial performance (e.g., environment,
renewable energy, health care, education, water, and sewerage) and in
middle-income countries where the use of grants alone may not always be
appropriate {e.g., the Philippines, Egypt, Jordan, and Guatemala).” In the sectors



61

The 2002 National Export Strategy

and countries meeting these criteria, OECD statistics indicate other govermments’ aid
agencies financed 151 projects valued at $3.6 billion in 2000.

The mixed credit facility could strengthen our bilateral assistance program. Financing
these capital projects would allow USAID to leverage its ability to expand the scope
and magnitude of capital projects in target countries. Capital projects such as schools,
health centers, and potable water are integral elements of a poverty alleviation strategy.
The ability, under the right circumstances, to use mixed credits in these particular
sectors would have the added advantage of advancing our developmental agenda by
leveraging USAID grants 3-to-1 with standard Ex-Im Bank financing, enabling our
developmental dollars to go farther to support a broader array of projects. It could be
used as a flexible tool that would make the U.S. Government more effective where our
aid and trade agendas intersect, and would have the added benefit of directly
responding to concerns of the exporting community that the U.S. Government lacks a
comparable program.

‘This new policy initiative also would add a new dimension to our ability to implement
the trade capacity building commitments of the Doha Development Round agenda by
strategically targeting our resources in a focused and controlled way to projects in
countries deemed eligible. Policy parameters determining appropriate projects would
be set by the National Advisory Council; projects would largely originate from USAID
missions; and financing would be managed primarily through Ex-Im Bank.

Recommendation

Ex-Im Bank, USAID, TDA, USTR, and the Departments of Treasury, State, Commerce,
and Agriculture will explore the design of a pilot project that could finance selected
comimnercially nonviable and developmentally sound projects, consistent with the
President’s Development Agenda. These projects would be in sectors where our
commiercial and developmental goals intersect. Examples could include environment,
rencwable energy technology, health care and medical/hospital equipment, education,
municipal infrastructure, trade facilitation, and capacity building. The financial
structure could involve TDA-funded technical assistance, training, and feasibility
studies coupled with a USAID grant or, in selected cases, a USAID~Ex-Im Bank mixed
credit package, where USAID would provide a grant and Iix-Ima Bank would provide a
loan to meet the concessionality requirements in the OECD Arrangement for tied aid.
Such a coordinated, flexible approach could provide additional policy tools to
accomplish multiple objectives, where these objectives are consistent with the USAID

12. Albania, Azcrbaijan, Belize, Colombia, Costa Rica, Dominican Republie, Egypt, Fiji, El Salvader, Guatemala,
Honduras, Tndia, ndonesia, famaica, JTordan, Kazkhstan, Macedonia, Micronesia, Moldova, Moracco, Namibia, Papua
New Guinea, Paraguay, Peru, Philippin . Vincent, Sri Lanka zitand, Tunisia, Tonga, Uzhekistan, and Vietnam
Although Ex-Im Barnk is closed for routine frade finance transactions in the following countries, Ex-Im Bank will
cansider structured financing arrangements such as Ex-Tm Bank’s project [inance program or other Anancing ammange-
ments that offer a reasonable assurance of repayment: Bosnia and Herzegovina, Georgia, Kyrgyzstan, Mongolia,
Nigeria, Pakistan, Serbia and Montenegro, Tajikistan, and Turkmenistan.

10
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development strategy for a specific country and where U.S. exporters could develop
longer term commercial market access. However, such a mechanism would likely
not be used to compete with large infrastructure projects tunded by some other
donors (such as power projects or roads), but would instead focus on providing
assistance in those sectors that the U.S. already supports. In addition, any use of
mixed credits would be limited to those countries where providing credit assistance
would not increase their levels of unsustainable debt, and would not contradict the
President’s effort to convince other donors and the MDBs to provide more of their
assistance to developing countries through grants. Mixed credit proposals would be
reviewed to ensure that they comply with OECD tied aid rules and U.S. development
policy and priorities. The TPCC will also explore other avenues of addressing the
problem of subsidized export competition.

Concerns with Some non-Japanese Donors

Non-Japanese tied aid has decreased from $9 billion in 1991 (pre-OECD tied aid
rules) to a current level of $1.5 billion in 2001, an 80 percent reduction. '{'his is the
lowest level of non-Japanese tied aid ever recorded. While the tied aid rules have
climinated the systematic use of such tied aid for export promotion, U.S. exporters
still encounter tied aid in some instances. Other than Japan, Spain was the leading
provider of tied aid in the 1996-1999 period ($3.5 billion), although annualized 2001
tied aid (based on the first six months) was only $200 million. A more general
concern is the potential use of tied aid credits by some donors to circumvent the
Helsinki disciplines on commercially viable projects. While such use is not against
the rules, it is against their spirit.

Recommendation

Use the tied aid War Chest to defend U.S. exporters from examples or patterns of use
that effectively (whether intentional or not) form a threat to long-run U.S. market share
or access in emerging markets. The idea is to respond to reasonable evidence of tied
aid use that may create long-run trade advantage for foreign exporters.

Coordination in Crisis Regions

Exporters want a coordinated response to crisis regions that enables them to take
advantage of emerging commercial opportunities, Exporters view the U.S.
Government’s lack of a coordinated U.S. Government commercial strategy in
Bosnia-Herzegovina as an example of how ad hoc approaches can lead to significant
opportunity costs for U.S. industry. As the world puts together a reconstruction plan
for Afghanistan and its neighbors, U.S. industry is hopeful that the U.S. Government
will take a more strategic approach to coordinating their contribution to these
efforts.

11
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Ex-Im Bank, OPIC, TDA, and USDA have a good record of responding to needs in
post-crisis situations. These agencies have stepped forward with post-September 11
initiatives in Indonesia, Pakistan, and Afghanistan, complementing previous cfforts as
a result of Hurricane Mitch in Central America and the Kosovo conflict. These
agencies will work closely with on-the-ground personnel from the Agriculture,
Comuuerce, and State Departments and USAID.

The TPCC seeks to create a more coordinated process that would be available to U.S.
national security policymakers in a post-crisis situation that could ultimately speed the
involvement of U.S. industry in opportunities that might develop.

T'o jump start such a process, the 'TPCC has initiated an interagency dialogue on
Afghanistan. 'Lhe goal is to support the Administration’s effort to rebuild Afghanistan
while increasing trade opportunities for U.S. firms and advancing U.S. interpational
commercial interests. I'PCC agencies have been meeting to discuss their various
projects and plans and how best to move forward with a coordinated U.S.
Government commercial strategy on Afghanistan.

Several steps have already been taken to ensurce that U.S. companies are informed and
involved carly in the development of commercial opportunitics. The Department of
Commerce has established a Web site (www.export.gov/afghanistan) to provide U.S.
companies current information on Afghanistan and on U.S. and multilateral
reconstruction efforts. Companies can now call the Commerce Department’s Trade
Information Center {TIC) (1-800-USA-TRADE) to ask specific questions on macket
entry and reconstruction. There are also plans to conduct a policy and infrastructure
mission once the climate is right.

Recommendations

TPCC to serve as a coordinating entity available to natjonal security policymakers for
dealing with post-crisis situations to provide a rapid development and implementation
of trade promotion and finance agency initiatives in support of U.S. economic security
policy objectives.

A coordinated, commercial approach to Afghanistan reconstruction that entails (a)
clearly identified points of contact within the U.S. Government; (b) easily accessible
and timely information about possible opportunities to assist; and (¢) a coordinated
interagency effort to identify project opportunities.
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Market Windows

Market windows (along with tied and untied aid) were one of the foreign
competitor practices most frequently raised by U.S. businesses. A “market
window™ is a government-owned or directed institution that claims to operate on a
commercial basis while benefitting either directly or indirectly from some level of
government support. Because countries that use market windows profess that they
operate on a commercial basis (i.e., not supported by annual appropriations and
providing financing at commercial or market rates), they have not had to follow
the OECD disciplines which apply to “official” (versus “market”™) trade financing.
However, market windows have come under scrutiny over the years with
allegations that they provide non-market financing terms that skirt the disciplines
of the OECD Arrangement.

Foreign Competition

The two primary market window institutions in the world today are Canada’s EDC
and Germany’s KfW. While neither EDC nor KfW receives an annual
appropriation, both are able to borrow with the full faith and credit of their
governments and do not pay dividends or taxes. As pointed out by Mendelowitz,'?
these benefits give EDC and KfW significant leeway to operate profitably while
still offering financing on more attractive terms than could the private sector.
However, because parties to the market windows of EDC and KW are bound by
confidentiality covenants, there is little transparency in the details of these
activities.

Perspectives of U.S. Industry

U.S. businesses assert that market windows are having a major impact on their
competitiveness and ultimately on their decisions about sourcing and production.
Canada’s and Germany’s market windows are very flexible because they are not
constrained by OECD rules on terms and tenures, specific content requirements, or
nonfinancial policy considerations. U.S. companies also view these institutions as
having attractive customer service orientations given that they are, in effect, free to
compete with their own private sectors. Combined with aggressive marketing
campaigns on the part of the Germans and Canadians and the possibility that these
windows offer financing on preferential non-market terms, many U.S. companies
have found doing business with them appealing so as to maintain their global
competitiveness.

£3. Altan Mendelowitz, “The New World of Government-Supported International Finance” in The Ex-Iim Bunk in the 213t
Century : A New Approach?, eds. Gary Clyde Hufbauer and Rita M. Rodriguez (Washington, D.C.: Institute Tor
international Economics, January 20G1).
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Market windows run counter to several long-held U.S. Government policies, including
eliminating government competition with the private sector and maintaining and
expanding the hard-won disciplines achicved under the Helsinki Package.

Recommendation

In response to exporter concerns regarding the competitive impact of market window
financing on U.S. exporters, the U.S. Government should develop information on the
nature and volume of market windows activity through the commissioning of a
detailed study on market window trade financing.

Advocacy for the Life of a Project

In several mectings, U.S. exporters and investors expressed a need for a more
predictable and transparent U.S. Government process for handling their requests for
assistance when problems arise throughout the life of a project. Exporters appreciate
the high caliber of help generally provided by federal agencies and international posts,
but suggest that closer coordination between agencies in Washington and more
consistency in the quality of assistance from post to post would greatly enhance their
long-term viability and global competitiveness.

Exporters frequently cited the Commerce Department’s Advocacy Center as a best
practice for such a process. They especially like the consistency and transparency of
Advocacy Center procedures, the professionalism and customer-service orientation of
Center staff, and the timely and regular provision of feedback on U.S. Government
steps taken to address their concerns. They also appreciate the Center’s clear
framework for interagency coordination established by the TPCC in 1992. Close
partnership with the State Department and U.S. embassics has been eritical to the
impressive track record of U.S. Government advocacy efforts on behalf of U.S.
businesses.

Given their positive experience with Advocacy Center assistance as provided up to the
point of contract award, U.S. industry would now like to sce this approach applied to
the much broader range of post-transaction problems that can occur with existing
projects, procurements, or investments. While the Advocacy Center has generally
continued to serve as a point of contact on a given project after the contract is signed,
it is otherwise not set up to provide post-transaction advocacy. Advocacy needs
during this phase of a project can involve a wide range of problems that unfairly
change the commercial environment to the detriment of U.S. companies, such as
contract or payment disputes, regulatory or tax policics, and discrimination under
bilateral or multilateral trade agreements. In such situations, companies would like to
see a clear process for post-transaction issues that would eliminate the need for
multiple contacts with several agencies. At the same time, industry does not want to

14
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see another bureaucracy and set of rules created that could duplicate what agencies
are already doing.

In developing a response to industry, the TPCC will have to develop ways of
matching problems to the unique skill sets and strengths of agencies, while
promoting a sense of teamwork and cooperation and the most effective deployment
of resources. Tn addition to assistance to companies competing for foreign
government contracts (as coordinated by the Advocacy Center), other types of
assistance include (but are not restricted 10):

W 77 tion-driven assistance: Many problems U.S. companies experience
in foreign markets can quickly and effectively be resolved locally by our U.S.
embassies and consulates, Agriculture, Commerce, and State Department
officials in foreign countries ate often the first point of contact for companies
experiencing difficulties. For companies that require ongoing assistance
developing markets or resolving problems, CS has developed the Platinum
Key Service.

B Compliance-driven assistance: The Department of Commerce’s Market
Access and Compliance and Trade Development units and USDA foreign
attachés coordinate assistance to companies when companies request
assistance in resolving a market access or trade agreement compliance matter
with a host government. Both USDA and the Department of Commerce
work closely with the Department of State, USTR, and other agencies.

& Investment-driven assistance: The State Department’s Office of Investment
Affairs assists U.S. investors confronted by investment disputes in foreign
markets. These disputes involve host government actions that threaten the
operation or value of an American investment abroad, such as cases of
expropriation or other claims against a foreign government, Operating
under the guidance of the State Department, OPIC provides similar services
on OPIC specitic investments.

In developing a solution to a particular problem, these and many other types of
assistance requested by companies must be tapped in a coordinated approach.
information technology will likely be a large part of the answer. To the extent
agencies can share client and issuc databases, the coordination of U.S. Government
assistance will be improved. Information technology can also begin to help
government officials see patterns and trends in the problems experienced by U.S,
companies in foreign markets. This greater awareness may lead to greater market
access and more fair treatment for all U.S. companies.

15
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Exporters have also asked that the U.S. Government revisit the issue of U.S.
Government assistance in disputes where there is a judicial case proceeding. While
exporters understand the limitations on U.S. Government involvement in these
situations, they nevertheless see a valuable role for advocacy support on a more
indirect and informal level, such as discussions with foreign agencies to fix whatever
problem resulted in a dispute going to court.

Recommendation

The TPCC, working with interested agencies and exporters, will work to establish a
process to provide U.S, companies with coordinated and consistent support throughout
the life of viable projects in foreign markets. Such a process will adopt a team
approach, integrating the expertise of all relevant bureaus and agencies and include
linking databases so that they are available to appropriate U.S. Government officials
involved in developing the most effective and appropriate response to company issues.
A T'PCC working group will be established to accomplish this objective, with the goal
of having this new process in place by the end of 2002.

Coordinated Strategy for Agriculture

Trade liberalization and rising incomes are boosting demand for imports of food
products by consumers in developing countries. Key to U.S. companies getting a
share of these markets is USDA’s ability to align its {inite resources between well-
developed, high-demand markets and high-risk, emerging markets. USDA’s Foreign
Agriculture Service (FAS) will implement a market-based global strategy for export
assistance and global food security goals focused on regional performance goals. This
market-based plan is currently under development for fiscal year 2003. Among the
changes being considered are adopting a variable reimbursement rate for the branded
and generic promotional Market Access Program. The program would pay a larger
share of participant costs in riskier, but potentially higher growth markets, and retain
the current 50/50 cost sharing for large, mature markets.

In addition, FAS will pursue long-term capacity building efforts. Other countries
aggressively pursue long-term goals through a variety of means including use of trust
funds to pay for technical advisors for multilateral organizations that provide
assistance and training to developing countries. Such assistance results in our
competitors having greater influence in the trade capacity building efforts supported
by this activity. Conterences and other activities which support importer trade
capacity building are important venues that can influence importer decisions for years
into the future. The countries that support such conferences play a major role in
determining the content and speakers.

16
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Another important area for U.S. agricultural exporters is biotechnology. FAS, in
partnership with other relevant U.S. Government agencies including TDA and U S.
food and agricultural industries, will implement a strategy aimed at coalition-
building and resolving market access issues. This strategy will focus on building a
coalition of countries that understand the importance of biotechnology to
agricultural innovation and collaborating with these countries in shaping policy in
international fora. Much of this effort will be directed toward developing countries.
The strategy will address regulatory approval and labeling procedures that present
market access challenges to exports of U.S. agricultural biotechnology products. This
effort will be directed at both immediate market access issues in major markets and
longer term issues in emerging markets.

Recommendations

FAS will evaluate implementation of a plan to encourage exporters to move into new
and emerging markets. Under the branded and generic Market Access Program, the
USDA would reimburse a greater proportion of a participant’s costs where imports
are growing faster than the world average.

FAS will pursue long-term capacity-building efforts such as training, technical
assistance, market development, infrastructure, and regulatory policies.

FAS will implement a biotech strategy aimed at coalition building and resolving
market access issues.

TDA will work, in coordination with USDA, on developing public-private partnerships
to support USDA’s biotech capacity building, training, and educational programs.
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Better Customer Service for
Small, Medium-Sized, and
Large Companies

D iscussions with U.S. exporters and the results of the survey revealed that their
expectations and desires with regard to government support differed
depending on their size, level of experience, and position in the product cycle of an
export. For example, firms that are very new to exporting and investing generally
require more comprehensive training and handholding. They also need a higher
level of encouragement as they become aware of the benefits of exporting. On the
other hand, more experienced or robust exporters with a more sophisticated
understanding of trade expect more coordination between the various trade
promotion programs that they use. Intermediaries such as export management
companies (EMCs) are also regarded as important clients for government export
promotion services, but raise additional issues in terms of the customer service that
they expect.

Common to both experienced and new exporters is the problem of understanding
where to go for help. Ttis difficult for exporters to figure out what resources are
available. Even if a firm is working with one Trade Promotion Coordinating
Committee (IPCC) agency, they often are unaware of the services of other agencies.
Individual marketing and outreach efforts arc gencrally concentrated on promoting a
single agency, further reinforcing the potential confusion.

While the goal is to improve services for U.S. companies of all sizes, special attention
has been given to the needs of small and medium-sized enterprises (SMEs). SMEs
are the engine of growth and job creation in America. In addition, small companies
generally face more hurdles to expanding their business presence abroad than large
companies. For these reasons, we have dedicated much of our rescarch to defining
these hurdles and learning how our trading partners attempt to overcome them.
While we expected to find examples of programs and services in competitor
countries designed for SMEs, we were impressed by the overarching commitment of
many competitor governments to coordinated SME export promotion and to the
high level of assistance targeted to SMEs.

# Korea: The Republic of Korea is commitled to a continued push to move
away from the dominance of Korea’s chacbols {large conglomcrates) as the
foundation of employment and export strength, while nurturing the
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innovation and positive socio-economic ripple effects that SMEs can offer. A
Presidential Commission on Small and Medium-Sized Enterpriscs, under the
direct authority of President Kim Dae-jung, works to integrate policy and
coordinates various ministries” budget plans related to SMEs. Interestingly,
Korea’s major trade promotion agencies have adopted a number of products
and even the nomenclature of Commerce Department services for SMEs,
including business matchmaking that replicates the Department’s Gold Key,
International Company Profile, Customized Market Analysis, and
International Partner Search services. Korca has also emulated the TPCC's
network of domestic one-stop-shop Export Assistance Centers (EACs) with 15
export-related agencies represented at 11 EACs. In the area of trade finance,
Korea gives special consideration to the needs of SMEs. In 2000, 28 percent
(52 billion) of the Korean Export-Import Bank’s total lending volume and 42
percent ($13.5 billion) of the Korean Export Insurance Corporation’s business
went to SMEs.

2 France: The French government has undertaken a major outreach effort
aimed at the promotion of exports from SMEs. In 1999, an SME task force
was created to enhance and modernize programs to assist SMEs in becoming
global. The task force launched a number of initiatives in order to increase the
number of SMEs that export, expand the sales of experienced exporters, and
help start-ups globalize their businesses. Initiatives include appointment of a
mediator for SME exporters to field complaints about French government
assistance and establishment of an export assistance call center for SMEs. The
French export credit agency, Cotace Group, offers several insurance prograims,
including trade fair insurance, designed to assist companies seeking new
markets. Ninety percent of the firms benefitting from these programs had
turnover of less than $14 miltion.

5

Canada: Canada promotes SME exports in much the same way as the United
States, although on a much bigger scale. For a population and economy one-
tenth the size of the United States, Canada’s Trade Commissioner Service is
close in size and budget to that the Commerce Department’s CS. Team
Canada, a partnership among 23 federal and provincial agencies and
departments, otfers a number of market-entry services packages for companies
new to exporting. Its ExportUSA program, for example, assists over 2,000
SMEs each year. Canada’s cxport credit agency, EDC, served 5,182 customers
in 1999, of which 88 percent were SMEs.

e
ke
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Many countries were also prepared to direct sizable subsidies to new-to-export and
new-to-market SMEs.

8! The Netherlands: The Dutch Program for Starters in Foreign Markets
provides up to $110,000 in matching funds to qualifying companies with
little or no export experience. This goes toward market research, travel,
training, and the hiring of export statt.

B

The United Kingdom: While the United Kingdom assigns fees for most
services, several programs incorporate a grant element. The Qutward
Missions Scheme provides a travel grant of up to $1,500 for participation in a
trade mission. Under the Support for Exhibitions and Seminars Abroad
program, trade associations receive grants of up to $22,500 to organize
international seminars, and exhibitors receive up to $3,450 toward the cost of
an exhibit at a trade fair.

& Spain: As part of a drive to make exporters of 2,000 companies before the
year 2000, companies participating in a Spanish government program
received favorable financing conditions (80 percent of costs up to $24,300)
tor their export activities. The Spanish government also covers up to 60
percent of the cost of promotional activities implemented by industry
associations and up to 80 percent of the cost of national pavilions at select
trade fairs.

Issues Raised by Experienced Exporters

Throughout the focus groups and interviews, it became clear that experienced
exporters desire a more sophisticated partnership within the U.S. Government.
Increasingly, they require a holistic approach to new market penetration,
encompassing more than one trade promotion program. Discussions with SMEs
that are experienced exporters showed that they are generally familiar with programs
offered by one or more agencies, but often experienced frustration with the lack of
coordination and harmonization between the various programs. Several wondered
why they had to provide very similar information to cach different agency, rather
than having the data shared. They expect more seamless client service than the
agencies currently provide.

In the survey sponsored by the TPCC, about two-thirds of government-provided
services (64 percent) are rated by exporters as having an impact on their export
success. This figure is somewhat lower than that for private sector or nonprofit
providers (72 percent and 79 percent respectively), but still respectable. Chart 1
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shows how exporters rate services

recetved from federal and state : Churt I—Efectivenesy of Seevice Providers

government, nonprofit, and ¢ Acoording o Small and Mediom-Sieed Hxporters
private sector. Although ; {Pm:;um of seevices roted vs having
exporters attribute nonprofit . an mpact o tapert dpweatings)

sources as having the greatest
impact on their export operations,
in the case of export information,
the government may actually have
a greater impact. Because many
nonprofit trade multipliers
repackage government market
research and other valuable export
information, exporters often do
not realize the information from
the nenprofit was originally from
a government source.

These exporters want a
coordinated approach among the
agencies when they have a
transaction involving multiple
prograts. This is particularly
important in the area of trade
finance between the Export-
Import Bank of the United States (Ex-Im Bank) and the Small Business
Administration (SBA) and in the facilitation of Ex-Im Bank financing once TDA
grants an exporter a feasibility study. Also at issue is the fact that agencies providing
financing (Ex-Im Bank, SBA, and the Overseas Private Investment Corporation
(OPIC)) conduct their due diligence in isolation, rather than streamlining the process
so that a firm that has been approved by one agency could benefit from expedited
approval at other cooperating agencies.

Experienced exporters also raised concerns about Maritime Administration (MARAD)
shipping requirements. They point out that MARAD requirements to use U.S. flag
vessels when accessing Ex-Im Bank financing often put them at a considerable
competitive disadvantage, with the result that they look for financing from foreign
export credit agencies, and are then encouraged to source from non-U.S. companies.
Exporters report serious cost and scheduling problems, as well as problems with
insuring shipments on older vessels. Inadequate vessels and/or loading facilities often
require complex and costly logistical changes, further diminishing the competitiveness
of the U.S. exporter. They cite a complex and unpredictable MARAD waiver process
that impairs their ability to develop competitive bids. Often, the exporter is placed in a
catch-22 situation when the MARAD rules directly conflict with either Ex-Im Bank
requirements or with the terms of sale as dictated by the foreign buyer.
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 Chart 2—Portrait of US. Smalland
Mediom-Sized Exporters Surveved in 2002

Companies rarely restrict their
global activity to exporting. Many
firms that currently export also
engage in foreign investment to
enhance their ability to sell goods
and services into the host country.
In some cascs, investment
precedes the actual exporting. In
other cases, investment is made to
support export sales as in the case
of establishing a sales or service
office in the target market. These
firms frequently need assistance
with the international investment
part of their business and seck
help from the U.S. Government.
‘They report that limiting
assistance to purely export-related
activities does not reflect the
reality of the way business is done
and note that most other
countries offer assistance in both
exporting and investment jn order
to enhance the global
competitiveness of their
companies. Among medium-
sized exporters, the survey found
that 27 percent do some
manufacturing in foreign
countries, and 55 percent of them
source components and/or
products in foreign countries
(Chart 3).
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In voicing these issues in focus )
groups and during the TPCC
survey, the exporters often cite :
practices of other industrial - =
countries that appear to take a :
more coordinated—and often
more strategic—approach to
trade promotion. U.S. firms often feel disadvantaged when confronted with strong
international competitors that are backed by aggressive assistance from their
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governments, including generous subsidies and
programs focused on getting small businesses into . Comprehenswe Trade Promohon
the global market. f - by Industrial Countnes
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Issues Raised by New-to-Export
Companies

Small firms that are not currently exporting but : -
that have the capacity and desire to do so represent i & The Fre : “‘01316‘3 amore wmpf‘fheﬂb“é o
. ati A odi h s approach totrad wxlh French senior commercial e

an important population. According to the - offiets al posis managing not only trade policy -
Survey, about 30 percent of nonexporters are ‘ielated issucs-and export pmmﬂmc\n mdudmg
interested in exporting and cite the lack of L aprcuttonad commodis
information about export markets, customers, and |- : s e
export procedures as aveas where they most need - British Trade Infteraational i¥ also taking d more
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markets, they face a daunting array of information
and resources. Furthermore, once they identify appropriate sources of help, it can take
as long as two years for a novice firm to successfully complete their first export
transaction. Clearly, such an
investment of time and resources
requires a very high level of
commitment on the part of both
the private firm and the agencies
providing assistance.

Firms that are new to exporting
teport a variety of challenges. In | Ml oy
addition to mastering the :

intricacies of the exporting
process, they also have to identify
and learn how to use the various
information systems to find
market research, technical
information, and documentary
requirements. Several complained
about finding information about
the different programs and the
difficulty of navigating through
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various information systerns. ‘ Ch — vould Be ;
Many of these small business Most Helpful for Small New-to-Export Birms. :
people report that time is their ; = i
most precious commodity, and
they cannot afford to spend large
amounts of time searching for
sources of assistance. Many
expressed a desire for a single
source of reliable assistance.

The Commerce Department’s

Trade Information Center (TIC)
plays an important role as this

single source of reliable ;
information on all 1PCC !
agencies’ export programs. While
usetul for all exporters, the TIC is
especially critical to new-to-
export companies that are trying
to navigate through the maze of
federal agencies for the first time.
The TIC does this through

outreach and answering U.S. Chart 5—First Choices of Bxport Assistance
exporters’ questions on the {31{231:11 bff” S.maﬂ mld“Mﬁ - 1-$ized :
telephone (through the toll-free Nk%~!{)~h}€pﬂﬁ Firms, 2002

e N

hotline, 1-800-USA-TRADE) or L
via the Web (information
integrated with the federal

government export portal {
Export.gov). The TIC receives P Pedend Gennanens
thousands of inquiries a year from

U.S. exporters via the telephone, .

e-mail, fax, and mail. Ready-to- § S hverronenn
export companies are referred to
the appropriate U.S. Export
Assistance Center (USEAC).

As Chart 5 illustrates, almost half
of potential new-to-export :
companies would turn to the U.S. |
Government, state government, ;
or trade associations/chambers of - R
comimerce as a first source on the road to exporting. Since the U.S. Government is
not the leading source these potential exporters would turn to, it is important that
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the TPCC agencies work closely with state agencies and other trade multipliers to
leverage scarce resources and effectively reach potential exporters.

New-to-export firms may benefit greatly from targeted assistance that begins with a
realistic assessment of their export readiness and provides handholding throughout
the process. Tmportant to helping these firms arc the educational programs targeted to
various aspects of international trade. Programs include SBA’s Tixport Trade
Assistance Partnership (E-TAP) program offered at USEACs, as well as a variety of
programs offered through local colleges, World Trade Centers, and other trade
groups. Tn addition, a coordinated package of interagency services that are most
appropriate to the novice exporter could streamline the process of helping these firms
enter international markets.

‘The United Kingdom offers small companies such targeted assistance throughout the
export process. Under its Export USA program, British Trade International offers
small companies with innovative products special assistance in exporting to the United
States. The firms, which are carefully screened, pay a one-time fee equivalent to
$1,500 and receive a package of assistance that includes a market assessment and
advice on how to proceed, as well as ongoing contact with a specific program manager
in the United States who is assigned to work with them. Firms are selected based on
their size and track record and must be new to the U.S. market. They also have to be
vomijnated by a local business council as being likely to succeed. The program
manager provides up to 40 hours of advice and mentoring during the first six months
of the company’s participation in the program. Program managers are either British
trade officers in the United States or Jocally employed business people with specific
knowledge and contacts within the United States economy.

Recommendations

All of the agencies will commit to a strong cross-promotional effort.

Specially trained Commerce Department trade specialists will act as account managers
for SMEs conunitted to exporting to more than one market. These trade specialists
would receive in-depth cross training from at least three core TPCC agencies and be
qualified to market the programs of those agencies.

OPICand the U.S. Commercial Service {CS) will develop and implement a Memorandum
of Understanding that will establish a training program for CS officers to enable them
to explain OPIC services to SME exporters and investors ready to operate abroad.

OPIC and the SBA will conclude an agreement of cooperation which will streamline

approval processes between the two agencies, provide for a pilot program and joint
marketing, offering businesses additional options for international investment.
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Agencies will renew their commitment to cross-training field staff for select TPCC
agencies. Cross-training will include formal training programs currently offered by
cach agency as well as temporary assignments for TPCC agency personnel to other
agencies.

The TPCC will form an e-government working group to coordinate agencies’ activities
in the use of technology. This will help agencies to ensure that the delivery of services
to exporters is done in a seamless and simplified way, avoiding duplication. The
working group will offer advice and direction to each other regarding major
technology purchases (client management systems, content management systems,
etc.) and where possible, actually conduct joint purchases of software and
equipment, thus saving the agencies and taxpayers money.

Explore the feasibility of “one stop/one form.” At present, U.S. exporters are required
to provide information to a variety of different U.S. Government agencies for a
number of different purposes ranging from the Shippers Export Declaration with
Customs to an application for the Gold Key Service with CS. The TPCC will
undertake a study to determine the parameter and costs associated with developing a
common form for exporters who use U.S. Government programs. Upon entering
Export.gov, the U.S. Government export portal, the exporter would be asked to
complete an on-line questionnaire including information commonly requested by
the trade promotion agencies such as name, address, company profile, and market
interests. "This information would then be electronically stored to populate any
government forms the exporter will have to fill out (and tailor their on-line
experience in future sessions) and transmitted to the relevant trade agencies.

‘The TPCC will explore with MARAD whether technical modifications in the
implementation of PR17 can address growing competitiveness concerns especially
regarding administration of certain Ex-Im Bank programs while balancing the public
policy need for maintaining a U.S. Merchant Marine fleet.

CS will provide complete solutions to enhance U.S. companies’ global competitiveness.
CS products such as the Gold Key Service will be expanded to include locating local
investment partners.

Customized packages of interagency services tailored to meet the needs of new-to-
export small companies will be developed.

A shared client database will be established to ensure appropriate officials at TPCC
agencies are aware of exporters’ and investors’ history with U.S. Government
programs, enabling them to provide services on an expedited basis. An electronic
notitication feature will be added to the TIC’s section of the database so that TIC
trade specialists can easily refer export-ready companies to the appropriate USEAC
for follow up.
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Exporters of Services

Last year, the services sectors in the United States provided more than 86 million jobs,
accounted for 78 percent of private sector output, and exported $246 billion worth of
services. Tn fact, service sector jobs are expected to account for virtually the entire net
gain in employment over the next decade. Half of service sector activity (or more than
double manufacturing activity) are business-to-business services that create high-skill,
high-paying jobs.

Although the United States continues to lead the world in the export of services, there
is significant room for growth, particularly from SMEs. For example, while most
business-lo-business services are exportable, many of the SMEs in these industries are
not yet exporters. Increasingly, these clients will also be facing forcign competition in
their domestic markets as e-commerce increases. Additionally, many non-traditional
rural, minority, and women-owned exporters are service companies.

Our competitors already have recognized the importance of the scrvice sectors to their
economies and have committed resources to promoting these industries. For
example, in the early 1990s, the Canadian government launched an initiative to
increase the export of business and professional services from Canada and were
successful in increasing average annual export growth from 8.6 percent to 14.9
percent. This was accomplished by developing tools and training for trade officers,
service industry associations, and private sector firms. Based on the success of the
Canadian initiative, the Flong Kong Trade Development Council undertook training
of its trade development officers, resulting in a similar increase in the volume of service
exports.

Within the service sectors, travel and tourism exports merit special attention. Taken
together, these sectors represent the largest business services export (890 billion). Yet
the United States is currently losing global market share to our major competitors.
For an industry hard hit in the attermath of September 11, attention to global
competitiveness is critical. According to the Commerce Department, total
international arrivals for 2001 are projected to decline nearly 13 percent, and
international traveler spending will decrease 11 percent, for a loss of $9.2 billion in
2001. Interviews with representatives of U.S. travel and tourism businesses underscore
the need to address this decline as well as increased and aggressive competition from
other international destinations. The U.S. Government currently promotes
international tourism through the Commerce Department’s Office of I'ravel and
Tourism Industries, working in partnership with CS and VISIT USA committees in
key tourism-generating markets.

The promotion of travel and tourism is important to export revenues, job creation,
and ultimately, a country’s image and a sense of place and people. Many countries
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have dedicated significant resources to cultivating the many direct and indirect
benefits that travel and tourism can provide.

Recommendations

Ex-Im Bank will further identify the unique export finance needs of the services sector
and, if necessary, adapt its programs and procedures to address those needs.

The Commerce Department’s Advocacy Center in Trade Development will redesign its
required questionnaires (o better reflect the realities of service exporters.

The Commerce Department’s Office of Travel and Tourism Industries in Trade
Development and CS will develop a partnership with the travel and tourism industries
aimed at regaining lost market share and addressing growing competition from other
international destinations. Best practices in promoting international travel and
tourism through a public/private partnership will be explored.

TDA will continue to work with service sector companies and associations, as well as
with other U.S. Government agencies, in sectors such as insurance, banking/finance,
tourism, and e-commerce to identify, develop, and support opportunities for U.S.
companies.

Agricultural Exporters

U.S. firms in the agricultural sector face unique challenges that are addressed by U.S.
Department of Agriculture (USDA) programs. Aggressive cross-training with other
TPCC agencies will help to foster better awareness of these programs and expand
access for SMEs.

Recommendations

The Department of Commerce and USDA will expand their relationship to assist
exporters of processed foods. USDA will implement a new Processed Food Division
within the Foreign Agricultural Service (FAS) which will interface closely with CS
domestic and international offices to provide more seamless service to this important
group of exporters. Over half the value of global agricultural trade is in consurmer-
ready products.

FAS will better coordinate program outreach and exporter service with the Department
of Commerce, SBA, Ex-Im Bank and other state and local partners.
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FAS will establish a broader set of customized export assistance services using a fee
structure that captures additional costs associated with providing matching services
and customized macket research for individual clients.

FAS will revise the criteria for its branded promotion program to include participation
of medium-sized firms in addition to the small firms that are currently targeted by this
program. 'This will dramatically increase the number of SMEs able to take advantage
of this program.

More Available and Effective Trade Finance

New and experienced exporters tell us that as international markets become
increasingly competitive, financing decisions are driven by market concerns, with
timeliness and cost weighing heavily in the equation. Lack of access to competitive
financing is frequently cited as an obstacle to doing business internationally. Many
small business exporters report that their primary bank is unwilling (or unable) to
work with them in structuring international transactions. The bank may not be
comfortable with the firm'’s foreign receivables or may lack the expertise to handle
currency fluctuation risks. Lenders report that the cost of doing the necessary
paperwork to support an individual transaction is fixed regardless of the size of the
transaction. This means that lenders would rather spend their time and resources on
larger deals where fees are more significant than on the smaller transactions usually
associated with small businesses.

Survey Results

Whatever the specific issue, exporters report the gap in access to financing can be
critical in deciding whether or not to pursue international business. The TPCC’s
survey of small business exporters found that fewer than half of them were aware of
federal programs for export finance or export credit insurance. Between half and two-
thirds of these exporters have heard of Ex-Im Bank and SBA credit services, but fewer
than 3 percent have actually used them. The majority report that they finance their
exports using their own resources such as credit cards, home equity lines, or an
existing bank line of credit. Many report having lost sales due to their inability to
finance or to offer competitive terms to the buyer (Chart 6). Others (30 percent of
small firms and 39 percent of medium-sized firms) veport serious problems in
collecting from foreign buyers.

Banks’ Perspective

Often, commercial bankers with whom the exporter has an ongoing relationship may
not be aware of the wide range of U.S. Government trade finance programs available.
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They express confusion about
what appear to be competing
working capital programs that are
not jointly marketed. Moreover,
commercial banks report that U.S.
Government working capital
programs are not widely embraced
because the processing costs can be
too high to make doing smaller
transactions profitable.

SBA’s program is aimed at
exporters with less than 100
employees and community and
regional banks while Ex-Im Bank’s
program concentrates on exporters
of all sizes who are customers of
regional banks and asset-based
lenders. Ex-Im Bank customers
are predominately small businesses
but slightly larger than those
targeted by SBA. In discussions
with lenders and exporters, it is
clear that those who do use the
programs are satisfied. Lenders
indicate the programs allow them
to support transactions and
businesses they otherwise would
not have supported and appreciate
the ability to use their own back
office operations, thus cutting
down on expenses. Chart 7 shows
the total number of working
capital loans and the total value of
loans given out by the two
agencies. There is room for
growth in both programs. Few
lenders know about the programs
or understand how they can be
used to fill out their portfolio of

Chart 6—Finance-Related Export Problems
Repurted by Small and Medium-Sized
Firms in 2002 {Pércent)
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Chart 7—Value and Number of SBA and
Ex-Im Bank Export Working Capital
Program Loans, 1994-2001
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services offered. Lenders and exporters are confused by the existence of two
programs, and would like the same rules and regulations applied to both. Banks
often face the choice of either losing a client or not providing financing for a client

that has grown out of one program.
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Recommendations

SBA, Ex-Im Bank, and the TPCC will implement an initiative that combines the best
of both programs so that exporters and lenders see one seamless U.S. Government
working capita) program. The first phase of the initiative will be to define the market
and leverage marketing resources across SBA, Ex-Im Bank, and the Commerce
Department to raise awareness among Jenders and exporters. The goal is to provide
lenders a more flexible and streamlined working capital program they can use to suit
any small business exporter’s needs. The initiative will be rolled out in two phases.

Phase One: Short-term adjustments and joint marketing

SBA/Ex-Im Bank will agree on joint performance measures (o encourage joint
muarketing of their programs and shared credit for results. The joint measures will
have to be agreed to by Congress and the Office of Management and Budget (OMB).

Ex-Im Bank, SBA, and the Commerce Department will develop a joint marketing
program that includes publications, a program guide, and lender training.

CS trade specialists throughout the United States will be trained to promote one U.S.
Government working capital program and handhold the exporters through the trade
finance process. This will enable SBA field staff to spend more time talking to lenders,
and enhances our field capacity in locations where there is no SBA international staff.

SBA’s Export Express will be expanded to cover loans up to $250,000 as a pilot with an
eye towards further increasing the limit depending on its utilization and loss rate. This
program addresses the unmet demand for working capital loans at the low end of the
market and the desire lenders expressed for minimal paper work.

Phase Two: Full program integration

The TPCC working group will work toward further integration of the two programs. The
barriers to integration include how the two programs approach claims, collateral,
notes, authorizations, fees, and underwriting. The goal is to eliminate duplication,
while maintaining coraplementary aspects of the two programs and providing lenders
and exporters greater flexibility.
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Streamline Trade Finance and Investment Processes

Exporters and lenders who have used the general trade and investment programs of
Ex-Im Bank, OPIC, and SBA report overall good results. The most common
complaint is that lengthy applications and processing times add to their uncertainty
and can contribute to lost opportunities. They would like to see processing times
reduced for OPIC and Ex-1m Bank loans and guarantees. They would like to be able
to have expedited processing for repeat customers doing similar projects in the same
markets. Finally, they would like to sce agencies follow a more systematic and
transparent approach to meeting additionality requirernents which prevent them
from competing with the private sector.

Recommendations

Streamlined processing times at Ex-Im Bank and OPIC: Building on current initiatives
to utilize automation to enhance standard case processing, Ex-Im Bank and OPIC
will continue to streamline internal processes (consistent with agency mandates) by
studying relevant successtul practices of export credit agencies and private sector
financial institutions.

Ex-Im Bank Insurance Automation Project: Ex-Im Bank is working to expand and
broaden access to the Bank’s export credit insurance services through use of an
electronic medium. The goal is to overcome long-existent constraints on the
marketing and distribution side of the business. This project could completely
transform the insurance process by providing a framework for a transition from
individual transaction underwriting to a portfolio management approach to short-
and medium-term business. "The project entails the use of: simplified Web site
applications and electronic application filing and processing; credit scoring models
and automated decision making systems; electronic reporting and information
sourcing; a flexible multi-function exposure systeny; and a portfolio risk analysis
systen.

Expedited service for repeat customers: Expedited service could attract users to
Ex-Im Bank and OPIC programs. Exporters and investors of all sizes consider
processing times critical to their competitiveness. Ex-Im Bank will continue to build
on its common knowledge databases when evatuating bank transactions. Over time,
staff will become well-versed in the corporate profiles of repeat borrowers. Asa
result, the Bank will be better able to process these transactions expeditiously.

Ex-Im Bank transparent approach to additionality: Ex-Im Bank will develop and
implement a transparent approach for evaluating the additionality of transactions, in
close consultation with OMB and the export comumunity, to provide users more
predictability and certainty and faster turnaround times, without competing with the
private sector.
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Investigate ways to increase the effectiveness of USDA’s Commodity Credit Corporation
(CCC) Program: FAS will investigate making a number of changes which would
substantially improve both customer service and management of the CCC Program
including:

¥ Investigating a public-private partnership between the CCC Program and a
private U.S. insurance company to allow FAS to offer a larger array of exporter
assistance products.

B Assess the potential for doing revolving credit lines and risk analysis on a
portfolio basis instead of on a transaction-by-transaction basis to allow for
increased flexibility in the program while maintaining sound management
control.

e
i

Determine the impact of a risk-based fec structure instead of the current flat-

fee structure. While this could potentially increase overall fees to exporters, it
better reflects the approach of other export credit agencies and private sector

lenders.

&

Review CCC’s third-country bank approval policy to potentially apply
“standard practice arrangements” with banks outside the country or region of
sales. This could bring about more interest in third country banking,
particularly by larger multinational banks.

USDA additionality: USDA will investigate the benefits of raising the foreign content
requirement above 10 percent for exports receiving financing. In other countries,
foreign content as high as 50 percent is allowed (Japan), placing U.S. exporters ata
significant disadvantage.

USDA guarantees: USDA will establish procedures and provide guarantees on
electronic payment mechanisms and permit non-traditional letter of credit forms of
bank guarantees. This will help address the decline in the use of traditional letters of
credit in favor of various clectronic letters of credit (e.g. “Bolero” and TradeCard) and
permit the foreign bank to add its guarantec to the importers obligation to pay.

OPIC additionality: OPIC will continue to complement the private sector by focusing
its efforts in those countries and markets where financing and political risk insurance
are unavailable to U.S. business, thus promoting and expanding U.S. investment.

OPIC/Ex-Im Bank cooperation: OPIC and Ex-Im Bank will explore the feasibility and

utility of developing a cooperation agreement, e.g., sharing legal counsel, technical
advisors, and documentation.
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Better, More Timely Information to the Customer

The TPCC survey and focus groups confirm that one of the most valuable services
that the U.S. Government provides is information on foreign markets and trade
opportunities. Companies of all sizes view U.S. Government-generated market
research as reliable and unbiased. Further, they generally expect the information to
be current and readily avatlable in an easy-to-use format. Throughout the focus
groups, participants complained
that because there are so many

Chart 8—Primary Sources of Web Export

sources of information, it is Market Information Reported by
difficult and time-consuming to Limall Firms Using the Web, 2002

find the best information. ‘
Moreover, much of the

information is organized
according to the producing
agency or subunit, limiting the :
availability of information to : . !
those who have deciphered the AL |
bureaucracy. ]

Most companics agreed that the ‘
Tuternct is now their preferred
source of information. This
especially true for exporters, who
as a group tend to use the Internet
more than non-exporting
companies. Exporters find the
Internet the ideal mechanism for |
obtaining current information on
changing economic conditions, regulations, and other crucial information. Many
small companies reported that they want a single Website that is easy to navigate and
includes links to other U.S. Government sites where appropriate. In 2002, 57
percent of exporters that used the Internet for export market information used a
government Web site as a resource. Chart 8 shows the great role the U.S.
Government plays in providing information to exporters on the Web.

S

Information Needed by Exporters

Firms need a wide range of information to do business internationally. Depending
on where they are in the exporting process, they may need demographic and
economic information, country and industry-specific information, documentary
requirements, other legal requirements and up-to-date information on specific trade
opportunities. They also need information about financing their exports and
international investments. 'The need for comprehensive, current information about
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U.S. export controls is another area that was mentioned by several business people. In
addition, at times they need to access current information about trade agreements.
‘The sources of this critical information are as varied as the IPCC itself.

Distribution of Trade Leads

In addition, many U.S. firms would like to be notified of appropriate trade
opportunitics as they occur. Currently, such information is not disseminated in an
orderly or comprchensive manner. Many respondents favor electronic notification of
trade leads, especially if they can be sent early enough in the process so that U.S. firms
can realistically compete for the business. Some respondents complained that
currently trade leads are either available too late or do not contain sufficient
mformation to properly respond.

One-Stop Web Resource

A task force of key TPCC agencies is currently working to consolidate and simplify
access to services and information on the Internet as part of OMB’s Quicksilver
Initiative. Using Export.gov as the one-stop portal, the group is identifying and
reducing redundant offerings. It is working to identify more effective means of
publicizing the sitc and linking it to major search engines and other commaercial sites
that potential exporters use. In addition, the group is identifying areas in which the
export process itself can be simplified, using on-line forms to complete the
transaction.

Under the
first phase of
the project,
completed in
Septermber
2001, the core
trade
promotion
agencies have
linked their
content into
Export.gov.
For example,
when users
click on trade
financing,
they are taken
to a page that
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describes all the main trade
financing programs and has links
to their Web sites. By
consolidating all U.S. Government
export information and
promoting a central easy-to-
remember URL, the agencies hope
that promotional efforts will be
dramatically streamlined, on-line visitors could increase exponentially, and programs
will experience increased utilization. Having a central entry point makes accessing
export information easier for users and offers the federal agencies involved the ability
to consolidate site promotion ctforts, establish commeon branding, and eliminate
duplication by allowing agencies to concentrate resources on the export processes in
which they are specifically involved.

BuyUSA.com

As an adjunct
to the one-
stop portal,
the
Department of
Commerce has
developed
BuyUSA.com,
an on-line
marketplace
for matching
U.S. sellers
with foreign buyers. The site provides a dynamic venue for alerting U.S. firms to
international opportunities and allows them to showcase their offerings to foreign
buyers. The site is linked to Export.gov and designed to guide uscrs to that site for
trade assistance and information. BuyUSA.com will also provide a service that would
allow U.S. firms to register and create profiles that would enable matching of trade
leads for automatic dissemination. Together, Export.gov and BuyUSA.com will be
critical to reaching exporters. Today, about 60 percent of small to medium-sized
exporters use a 1PCC member Web site,
including these sites, as a primary source of
Web-based information. The two tables on this

- 'T,h‘,ekayernm’ent Is the‘:[é i ‘gSoufcekfor:'lk

page show that small and medium-sized S8 Basic “how 10 export™ information :
. . . Py 5
exporters and intermediaries have similar 2" Information on rearkets from 2 Welrsite :

. . i LB Expore counscling
export service needs and that the governmentis = - Assxstance With mamgmz foxelgn regul’mons ;

the leading source to mect these needs. nical h’ddL questions
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The T1C is a comprehensive resource for information on all TPCC members’ export
assistance programs. Uhe T'IC answers a myriad of technical trade questions regarding
such issues as the North American Free Trade Agreement’s (NAFTA) Certificate of
Origin, Shipper’s Export Declaration, and Harmonized Tariff Schedule. The TIC
plays a critical role in providing the information U.S. exporters arc looking for in a
timely manner.

Recommendations

Improve the quality of our market research information and trade leads. Through
OMDB’s Quicksilver initiative, the Department of Commerce will pilot a collaborative
work space tool to improve the quality and timeliness of our market research and
trade leads. This tool will allow CS and State Department cconomic officers in foreign
posts to work with industry and country specialists in Washington on a real-time basis
to develop accurate and up-to-date market research and trade leads.  This tool will
also meet exporters’ needs of finding market research in one location by integrating
different agencies’ market research into Export.gov. This will eliminate duplicative,
and sometimes out of date, information that is now available in different formats on
several TPCC agency Web sites. This effort will include making U.S. Agency for
International Development’s (USAID) Global Technology Network trade leads
available on BuyUSA.com and Export.gov.

Make export-related information more accessible, The Department of Commerce will
add a search engine to Export.gov to make all agencies’ information easier and quicker
to access. This will support links to useful state and local sites. U.S. firms can search
across many different Web sites for the desired information. The TIC will work with
Export.gov to enhance customer service by adding advanced features such as assisted
Web-browsing and a direct Web connection with live trade specialists.

A critical component of this development effort should be continued user input. The
effort should include provision for customer focus groups as well as ongoing feedback
from user groups who can provide insight into how well the eftorts to improve access
meet the needs of the actual users.

Link SMEs with U.S. multinational corporations. We will use BuyUSA.com to link
toreign affiliates of U.S. multinationals abroad with U.S. suppliers, who are often SME
exporters looking for project opportunities. CS posts will encourage U.S. companies
already in key markets to use this route to discover potential U.S. subcontractors.

Use the Internet for working capital. Ex-Im Bank will use the Internet to improve
distribution and ease access to the working capital program. By making its working
capital program available to lenders electronically, Ex-Im Bank would be able to
process transactions more efficiently, thereby enhancing financing services provided to
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SMEs and others. The project entails the use of: simplified Web site applications,
electronic application filing and processing, combined with the existing delegated
authority system to manage the Ex-Im Bank working capital program. This effort
will reflect the integration of Ex-TIm Bank and SBA working capital programs.

Improve responsiveness to customer inquiries. Agencies, such as the Department of
Commerce’s T1C, will enhance responsiveness to all forms of inquiries (telephone,
fax, mail, and Web) through advanced contact management and customer relations
technology applications. 'This will include adding the electronic referral feature for
T1C trade specialists to forward export-ready companies to the appropriate USEAC.
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Expanded Outreach Effort:
Education and Partnering

Ithough there are a great many federal, state, and local agencies that provide

assistance and/or training for exporters, many business people who could
benefit from the programs are unaware of their availability. Focus group participants
who use the services of one agency were generally not aware that other services are
also available. Except in the case of very integrated U.S. Export Assistance Centers
(USEACs), these exporters were generally only aware of the specific agency that they

were using. Chart 9
demonstrates that small and
medium-sized enterprises (SMEs)
are not only more aware of the
Department of Commerce, but
also use more of the agency’s
services.

State and Local Partners

Ideally, coordinating outreach
efforts among the tederal agencies
results in more integrated delivery
of services at the most appropriate
point in the exporting process. In
addition, integrated outreach and
service delivery at the state and
local level has proven to be an
effective way to leverage scarce
resources and expand outreach.

Incorporating clected officials into | Hwnd of dud et 4

this process through briefings and
jointly conducted training
sessions also dramatically
increases the number of small
companies who are aware of the
opportunities and understand

 Chart 9 Familiarity with and Use of US. Departrent
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how to access the various programs. One focus group participant commented that
he appreciated the fact that his local USEAC “did a good job of getting him to the

»

right agency.

As a small businessperson, he felt this gave him access to programs
that he might not have found on his own.

R
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Many of our major trading partners work closely with partners. France coordinates
export information resources not only among governmental agencies, but also among
private organizations and multipliers via an Intranet. This Intranet includes Odyssée,
a reference database, for France’s international commercial posts. Public and private
sector entities providing export promotion assistance can access this Intranet and
therefore provide more integrated services to clients.

The box above shows some examples of successful coordination among state and
federal agencies to better leverage scarce resources and deliver services to more
companies.

Export Intermediaries

Both new and experienced exporters may use private sector intermediaries such as
export management companies (EMCs) to handle some or all of their international
business. Such intermediaries vary greatly in size and areas of expertise. Some EMCs
specialize in specific industries and represent firms that use similar distribution

42



92

Unlocking America’s Potential

channels in foreign countrics. EMCs use this knowledge and their contacts to
facilitate sales for their clients. Other EMCs offer regional expertise, assuming
marketing and distribution duties for their clients in specific parts of the world.
EMCs may either take a commission for facilitating the sale or they may take title to
the goods and resell them to the foreign buyer. SME exporters could greatly benefit
from more transparent access to these companies. Interviews with EMCs and with
companies that use EMCs revealed the desire for greater recognition of the potential
of intermediaries as multipliers of U.S. Government programs and for greater
integration of the EMCs into the information and assistance provided by the U.S.
Government. Qur survey found that while trade intermediaries tend to use
government scrvices as often as manufacturers do, they tend to be more focused in
their use.

Although many of the USEACs work with EMCs, the coverage is spotty at best.
Resistance comes from two areas: (1) often the EMC is unknown to the U.S.
Commercial Service (CS) and unsure of its legal right to market the product, or (2)
the EMC appears solely interested in “hot leads™ or client referrals. On the other
hand, the Small Business Administration (SBA) reports that 50 percent of their
Export Working Capital Program loans go to EMCs, indicating both their heavy use
of U.S. Government programs and their importance in helping U.S. firms enter
foreign markets.

National Security and Exporting

When U.S. companies begin to export, one of the first questions they face is whether
U.S. export control laws apply to their goods and services. As the number of U.S.
exporters has grown, so has the task of effectively educating the business community.
Agencices that enforce these laws indicate that they must often deal with companies
that are unaware of export control laws. Especially after September 11, it is
important for the export promotion agencies to integrate improved awareness and
education on this front into their outreach efforts. A more integrated approach to
educating exporters would both speed commerce and help sateguard our national
security.

Several agencies administer and enforce U.S. export control laws, such as the
Department of Commerce’s Bureau of Industry and Security (BIS) and the
Department of Treasury’s Customs Service and Office of Foreign Assets Control.
BIS not only administers export controls on sensitive dual-use goods and
technologies, but also leads the U.S. Government’s outreach to the private sector
regarding protection of the country’s critical infrastructures and cyber security. BIS
provides a varicty of outrcach programs in Washington, D.C., and across the
country.
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Recommendations

Tighter linkages with state export promotion agencies will be established. 'These will
include agreements to distribute packages of federal services that would allow the state
to leverage their resources without duplicating programs available from the U.S.
Government. Joint trajning programs and shared recruitment for foreign missions are
also valuable for both parties to expand small business access to export information
and services.

Federal and state partners should conduct joint strategy sessions to plan how best to
reach out within their shared territory. "Uhese sessions could also be used to identify
changing trends within the state and opportunities for joint efforts such as trade
missions and educational programs.

Enhanced training for state, local, and other trade partners. There should be
agreements to offer cross-training so that state and local trade promotion agencies are
well-versed in the full range of federal service. Small Business Development Center
(SBDC) staff should be trained in the core services offered by CS, SBA, and the
Export-Import Bank of the United States (Fx-Im Baok) in order to facilitate SME
referrals. Federal partners should also be trained to offer any unique state level
programs that exist. Ex-Im Bank will augment its marketing and training materials to
educate state partners through its City-State Program.

Export assistance information of the major Trade Promotion Coordinating Committee
(TPCC) agencies should be integrated into unified marketing materials and outreach
should be coordinated. While the agencies will maintain their own marketing
materials, client-oriented marketing materials and presentations integrating the
different services provided by the agencies should be developed. Export.gov could be
at the center of a marketing piece presenting information by function {(e.g., market
entry, finance), rather than by agency. This marketing picce would serve as the one-
stop tool for promoting what the U.S. Government can do for U.S. exporters.
Boilerplate presentations could be developed for use by trade multipliers, including
state agencies and SBDCs.

Since many agencies have overlapping clients, lead TPCC agencies should coordinate
on-line and oft-line marketing and outreach efforts, including developing direct mail
campaigns using the new marketing materials, writing articles for publications and the
Web, creating advertisements, and exhibiting at trade shows. For example, U.S.
Government agencies are collaborating to promote cross-agency programs at targeted
domestic trade shows, an especially effective venue for reaching potential exporters.
The first “International Business Pavilion,” a cooperative interagency etfort including
the Census Bureau’s Foreign T'rade Division, the Department of Commerce’s T'rade
Information Center (TTC) and BuyUSA.gov program, Ex-Im Bank, SBA, and the
National Association of Freight Forwarders, was held at the National Association of
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Manufacturers trade show in March 2002. This concept will be used at several trade
shows in FY 2002 and 2003, and should be expanded and continued with additional
attention to creating a unified “corporate” Jook across the agencies.

Outreach to trade multipliers should also be coordinated. 'These efforts would
support the objective of training state, local, and other trade partners so they are
knowledgeable of U.S. Government export assistance programs and can refer their
clients to the appropriate government agency.

Outreach through elected officials. Just as congressional offices serve as an entry
point for constituents to access other government services, these offices can deliver
seminars and make referrals to appropriate agencies when they have access to
packages of information. USEAC personnel will work closely with local elected
officials to jointly produce education and outreach programs tailored to the specific
district, drawing on other local public and private sector resources. USEAC
personnel will also distribute packages of federal services that would allow the state to
leverage their resources without duplicating programs available from the U.S.
Government. 'The unified federal government marketing materials would be a
valuable resource for clected officials and their constituents.

Develop a “franchise” based on SBA’s Export Trade Assistance Partnership (E-TAP) to
expand education efforts to new-to-export companies. According to the TPCC survey,
SMEs state that basic “how to export” information is the most important export
assistance service to them. Such information presented in a series of seminars,
combined with ongoing individual export counseling, is at the core of the E-TAP
program, which is targeted to new-to-export companics. The TPCC is developing a
survey to evaluate the effectiveness of the E-TAP program and to recommend
program improvements to better meet the needs of the new-to-export companies.
This program could be expanded to include participation by service providers such
as SBDCs. With approximately 1,000 SBDC service centers nationwide, many have
clients that are interested in exporting but are not doing so yet. The E-TAP could be
a part of expanded trade outreach efforts by the SBDCs if export counseling was
made a core element of their cooperative agreement with SBA. CS would play a
supporting role in providing guidance for developing the E-TAP modules and
speaking at training seminars. Other partners would include SBA, Ex-lm Bank, U.S.
Department of Agriculture (USDA), world trade centers, and state and local trade
agencies.

Develop an outreach strategy for intermediaries such as EMCs and shippers, including
creating a searchable database of EMCs. EMCs play an important role in helping
firms enter foreign markets by taking over the marketing of their products in foreign
markets. The services of an EMC can be the ideal solution for firms that lack internal
resources ot the ability to develop those resources. Intermediaries use as many
government services as do manufacturers, and they find government services to be
approximately as useful as do their manufacturing colleagues. Shippers such as
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Federal Express are playing an increasingly important role in exporting. Since
intermediaries are major players in exporting, promotion and education should be
extended to this group. In the TPCC survey, small and medium-sized exporters
ranked shippers second to government sources in credit for their export success. One-
fourth of SME exporters gave shippers credit, compared to one-third giving credit to
all government sources. An on-line searchable database of U.S.EMCs will be
established and a strategy developed to integrate these corapanies into U.S.
Government outreach efforts.

TPCC agencies will integrate export control training by BIS and other agencies into
their export seminars and presentations. Specialists from the tield offices of these
agencies or from Washington would be invited to discuss export control issues, critical
infrastructure protection, and cyber security at TPCC agency trade promotion events.
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TPCC Program Budget
Authority
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List of Abbreviations

BIS — Bureau of Industry and Security

BTI — British Trade International

CCC Program — Commodity Credit Corporation Program
CS - U.S. Commercial Service

DECD - Department of Economic and Community Development
DREE - Direction des Relations Fconomiques Extérieures
ECA - export credit agency

ECGD - Export Credit Guarantee Department

EDC - Export Development Canada

EMC -- export management company

E-TAP - Export Trade Assistance Partnership

FAS - Foreign Agricultural Service

FEED - front-end engineering and design

GDP — gross domestic product

JBIC — Japan Bank for International Cooperation

JETRO - Japan External Trade Organization

JICA — Japan International Cooperation Agency

KfW — Kreditanstalt fiir Wiederaufbau

MARAD - Maritime Administration

MDB - multilateral development bank

METI - Ministry of Economy, Trade, and Industry (Japan)
NAFTA - North American Free Trade Agreement

NSC - National Security Council

ODA - official developmental assistance

OECD -- Organization for Economic Cooperation and Development
OMB - Office of Management and Budget

OPIC - Overseas Private Investment Corporation

SBA - Small Business Administration

SBDC ~ Small Business Development Center

SMEs — small and medium-sized enterprises

TACPF - Tied Aid Capital Projects Fund

TDA - U.S. Trade and Development Agency

TIC —~ Trade Information Center

TPCC — Trade Promotion Coordinating Committee
USAID — U.S. Agency for International Development
USDA — U.S. Department of Agriculture

USEAC - U.S. Export Assistance Center

USTR - Office of the U.S. Trade Representative
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